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HEN embarking on any new en- 
W terprise, the first thing to con- 
sider is the amount of capital 
required. To study Tape Read- 
ing “on paper” is one thing, but to prac- 
tice and become proficient in the art is 
quite another. Almost anyone can make 
money on imaginary trades, for these 
require no risk of any kind—the mind 
is free from the strain which accom- 
panies an actual venture; fear does not 
enter into the situation; patience is un- 
limited. 

All this is changed when even a 
small market commitment is made. The 
trader of slight experience suffers men- 
tal anguish if the stock does not instant- 
ly go his way; he is afraid of a large 
loss, hence his judgment becomes warp- 
ed, and he closes the trade in order to 
secure mental relief. 

As these are all symptoms of inex- 
verience, they cannot be overcome by 
avoiding the issue. The brave and the 
business-like thing to do is to wade right 
into the game and learn to play it un- 
der conditions which are to be met and 
conquered before success can be at- 
tained. 

After a complete absorption of every 
available piece of educational writing 
bearing upon Tape Reading, it is best 
to commence trading in ten share lots, 
so as to acquire genuine trading experi- 
ence. This may not suit some people 


with a propensity for gambling, and 
who look upon the ten-share trader as 





a piker. The average lamb with $10,000 
wants to commence with 100 to 500- 
share lots—he wishes to start at the top 
and work down. It is only a question 
of time when he will have to trade in 10- 
share lots. 

To us it seems better to start at the 
bottom with 10 shares. There is plenty 
of time in which to increase the unit 
if you are successful. If success is not 
eventually realized you will be many dol- 
lars better off for having ventured the 
minimum quantity. 

It has already been shown in the 
“TIcKER’s” Inquiry Column that the mar- 
ket for odd lots on the New York Stock 
Exchange is most satisfactory, so there 
is no other excuse for the novice who 
desires to trade on round lots than 
greed-of-gain, or get-rich-quick. Think 
of a baby, just learning to walk, being 
entered in a race with professional 
sprinters ! 

In the previous chapter we suggest- 
ed that success in Tape Reading should 
be measured by the number of points 
profit over points lost. For all practi- 
cal purposes, therefore, we might trade 
in one-share lots, were there no objec- 
tion on the part of our broker, and if 
this quantity were not so absurdly small 
as to invite careless executions. . Ten 
shares is really the smallest quantity 
that should be considered, but we men- 
tion one share simply to impress upon 
our readers that in studying Tape Read- 
ing, better keep in mind that you are 
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playing for points, not dollars. The dol- 
lars will come along -fast enough if you 
can make more points net than you lose. 
The professional billiardist playing for 
a stake aims to out-point his antagonist. 
After trading for a few months do not 
consider the dollars you are ahead or 
behind, but analyze the record in points. 
In this way your progress may be stud- 
ied. 
CAPITAL REQUIRED. 


As the initial losses in trading are like- 
ly to be heavy, and as the estimated 
capital must be a more or less arbitrary 
amount, we should say that units of 
$1,000 would be necessary for each ten- 
share lot traded in at the beginning. 
This allows for 90 points more losses 
than profits, and still leaves margin 
with which to proceed. Some people 
will secure a footing with less capital; 
others may be obliged to put up several 
units of $1,000 each before they begin 
to show profits; still others will spend a 
fortune (large or small) without making 
it pay, or meeting with any encourage- 
ment. 

CAusES OF FAILURE. 


Look over R. G. Dun & Co.’s Causes 


of Commercial Failures, as recently 
tabulated in this magazine, and you will 
find tlte chief causes to be: (1) Lack of 
capital, and (2) Incompetence. 

Lack of capital in Wall Street opera- 
tions can usually be traced to over-trad- 
ing. This bears out the epigram, 
“Over-trading is financial suicide.” It 
may mean too large a quantity of stock 
in the initial operations, or if the trader 
loses money, he may not reduce the 
size of his trade to correspond with 
the shrinkage in his capital. 

To make our point clear: A man 
starts trading in 100-share lots on 20 
points margin. After a series of losses 
he finds that he has only $200 remain- 
ing. This is still 20 points on Io shares, 
but does he reduce his orders? No. He 


risks the $200 on a 50 or 100-share trade 
in a last desperate effort to recoup. 
After being wiped out he tells his: friends 
how he “could have made money if he 
had had more capital.” 
Incompetence really deserves 
place in the list. 


first 
Supreme ignorance 


is the predominant feature of both Wall 
Street lamb and seasoned speculator. It 
is surprising how many people stay 
in the Street year after year, acquiring 
nothing more, apparently, than a keen 
scent for tips and gossip. Ask them a 
technical question that smacks of scien- 
tific knowledge of the tape, and they 
are unable to reply. 

Such folks are there for one of two 
reasons: They have either been “lucky” 
or their margins are replenished from 
some source outside of Wall Street. 

The proportion of commercial fail- 
ures due to Lack of Capital or Incom- 
petence is about 60 per cent. Call the 
former by its Wall Street cognomen— 
Overtrading—and the percentage of 
stock market disasters traceable thereto . 
would be about go. 

Success is only for the few, and the 
problem is to ascertain, with the mini- 
mum expenditure of time and money, 
whether you are fitted for the work. 


VITAL QUESTIONS. 


These, in a nutshell, are the vital ques- 
tions up to this point: 

Have you technical knowledge of the 
market and the factors which move it? 

Have you $1,000 or more which you 
can afford to lose in an effort to dem- 
onstrate your ability at Tape Reading? 

Can you devote your entire time and 
attention to the study and the practice 
of this science? 

Are you. so fixed financially that you 
are not dependent upon your possible 
profits, and so that you will not suffer 
if none are forthcoming now or later? 

There is no sense in mincing words 
over this matter, nor in holding out 
false encouragement to people who are 
looking for an easy, drop-a-penny-in- 
the-slot way of making money. Tape 
Reading is hard work, hence those who 
are mentally lazy need not apply. 

Nor should anyone to whom it will 
mean worry as to where his bread and 
butter is coming from. Money-worry 
is not conducive to clear-headedness. 
Over-anxiety upsets the equilibrium of 
a trader more than anything else. So 
if you cannot afford the time and money, 
and have not the necessary supply of 
patience, better wait. Start right or 
not at all. 














CHOICE OF BROKERS. 


Having decided to proceed, the trader 
who is equal to the foregoing circum- 
stances finds himself asking, “Where 
shall I trade?” | 

The choice of a broker is an im- 
portant matter to the Tape Reader. He 
should find one especially equipped for 
the work: who can give close attention 
to his orders, furnish quick bid and 











asked prices, and other technical infor- 
mation, such as the quantities wanted 
and offered at different levels, etc. The 
broker most to be desired should never 
have so much business on hand that he 
cannot furnish the trader with a verbal 
flashlight of what the crowd in this or 
that stock is doing, at any particular 
moment. This is important, for at times 
it will be money in the pocket to know 
just in what momentary position one 
stock or the market.stands. The broker 


who is not over-burdened with business 
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can give this service; he can also de- 
vote time and care to the execution of 
orders. 

Let me give an instance of how this 
works out in practice: You are long 100 
Union, with a stop-order just under the 


market price; a dip comes and 100 
shares sells at your stop price—say 164. 
Your careful, and not too busy broker 
stands in the crowd. He observes that 
several thousand shares are bid for at 
164 and only a few hundred offered at 
the price. He does not sell the stock, 
but waits to see if it won't rally. It 
does rally, you are given a new lease of 
life. This handling of the order may 
benefit you $50, $100 or several hun- 
dred dollars in each instance, and is an 
advantage to be sought when choosing 
a broker. 

The house which transacts an active 
commission business for a large clientele 
is unable to give this service. Its stop- 
orders and other orders not “close to 
the market,” must be given to Special- 
ists, and the press of business is such 
that it cannot devote especial attention 
to the orders of any one client. Hence, 
it would seem that our Tape Reader had 
better search for a small commission 
house which has one New York Stock 
Exchange member, an office partner and 
only one or two employees. 

The number of clerks is a good in- 
dex to the amount of business done. 
Their fewness is not a reflection on 
the strength, standing, or brokerage 
ability of the house. Some people are 
good brokers and have ample capital, 
but they do not understand the science 
of business getting. 

In a small house, such as we have de- 
scribed, the Tape Reader is less likely 
to be bothered by a gallery of traders, 
with their diverse and loud-spoken opin- 
ions. In other words, he will be left 
more or less to himself and be free to 
concentrate upon his task. 

The ticker should be within calling 
distance of the telephone to the Stock 
Exchange. Some brokers have a. way 
of making you or a clerk walk a mile 
to give an order. Every step means de- 
lay. The elapse of a few seconds may 
result in a lost market or opportunity. 
If you are in a small private room away 
from the order desk, there shoul be a 





: 
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special telephone connecting you with 
the order clerk. Ponderous, ice-wagon 
methods won't go in Tape Reading. 


GIVING ORDERS. 


Orders should generally be given “at 
the market.” We make this statement 
as a result of long experience and ob- 
servation, and believe we can demon- 
strate the advisability of it. 

The process of reporting transactions 
on the tape, as recently set forth in 
these pages, consumes from five seconds 
to say five minutes, depending upon the 


activity of the market. For argument’s 


’ 


; 


sake, let us consider that the average 
interval between the time a sale takes 
place on the floor and the report ap- 
pears on the tape is half a minute. — 

A market order in an active stock is 
usually executed and reported to the 
customer in about two minutes. Half 
this time is consumed in putting your 
broker into the crowd with the order in 
hand; the other half in writing out and 
transmitting the report. Hence, when 
Union Pacific comes 164 on the tape 
and you instantly decide to buy it, the 
period of time between your decision 
and the execution of your order is as 


follows: 
minutes. 


The tape is behind the market . . % 
Time elapsed before broker can ex- 
ecute the order 


eeeeeeewreeeeeeee 


1Y 


It will therefore he seen that your de- 
cision is based on a price which prevail- 
ed half a minute ago, and that you must 
purchase if you will, at the price at 
which the stock stands one minute hence. 

This might happen between your de- 
cision and the execution of your order: 

UP 164. %. 4%. %. VY. %. B&B. 164, 
and yours might be the last hundred. 
When the report arrived you could not 
swear that it was bought at 164 before 
or after it touched 164%. Or you 
might get it at 16414, even though it 
was 164 when you gave the order, and 
when the report was handed to you. 

Just as often the opposite will take 

lace—the stock will go in your favor. 
Tn fact, the thing averages up in the 
long run, so that traders who do not 





give market orders are hurting their own 
chances. 

An infinite number of traders, seeing 
Union Pacific at 164, will say: 

“Buy me a hundred at 164.” 

The broker who is not too busy will 
go into the crowd, and, finding the stock 
at 1644%@¥% will report back to the of- 
fice that “Union is % bid.” 

The trader gives his broker no credit 
for this service; instead, he considers it 
a sign that his broker, the floor traders 
and Mr. Harriman have all conspired to 
make him pay % per cent. higher for 
his 100 shares, so he replies: 

“Let it stand at 164. If they don’t 
= it to me at that, I won’t buy it at 
a ba, 

How foolish! Yet characteristic of 
the style of reasoning used by the pub- 
lic. His argument is that the stock, for 
good and sufficient reasons, is a splendid 
purchase at 164. At 164% or % these 
reasons are completely nullified; the 
stock becomes dear, or he cares more to 
foil the plans of this “band of robbers” 
than for a possible profit. 

If a stock is cheap at 164 it’s cheap at 
164%. 

If you can’t trust your broker, get an- 
other. 

If you think the law of supply and 
demand is altered to catch your $25, 
better reorganize your thinkery. ' 

Were you on the floor you could prob- 
ably buy at 164 the minute it touched 
that figure, but of this there is no cer- 
tainty. You would, however, be 1% 
minutes nearer to the market. Your 
commission charges would also be prac- 
tically eliminated. Therefore, if you 
have seventy or eighty thousand dol- 
lars lying around the house which you 
do not especially need, buy a seat. If 
you have not, cease the uproar. 

A Tape Reader who deserves the 
name, makes money in spite of commis- 
sions, taxes and delays. 

Arthur Livermore used to trade sole- 
ly on what the tape told him, closing 
out everything before three o’clock. He 
traded from an office and paid the reg- 
ular commissions, yet three trades out 
of five showed profits. Having made 
a fortune, he invested it in bonds and 
gave them all to his wife. Anticipating 
the 1907 panic, he put his $13,000 auto- 

















mobile up for a loan of $5,000, and with 
this capital started to play the bear side, 
using his profits as additional margin. 
At one time he was short 70,000 shares 
of Union Pacific. His whole line was 
covered on one of the panic days, and 
his net profits were three million dol- 
lars! 

To return to the question of giving 
orders: Anyone who says, “This stock 
should be bought but | will not pay % 
above my price for it,” is like a man 
who thinks he can make certain money 
if he could but get to Chicago. Arriv- 
ing at the ticket office he finds that the 
fare is $2 more than he expected, but 
though well heeled, he refuses to pay 
the required amount and abandons the 
trip. 

If you don’t get aboard your train, 
you'll never arrive. 

Giving limited orders loses more good 
dollars than it saves. We refer, of 
course, to orders in the big, active stocks, 
wherein the bid and asked prices are 
usually 4% apart. Especially is this true 
in closing out a trade. Many foolish 
people are interminably hung up because 
they try to save eighths by giving limit- 
ed orders in a market that is running 
away from them. 

For the Tape Reader there is a 
psychological moment when he must 
open or close his trade. His orders 
must therefore be “at the market.” 
Haggling over fractions will make him 
lose the thread of the tape, upset his 
poise and interrupt the workings of his 
mental machinery. 

In scale buying or selling it is obvi- 
ous that limited orders must be used. 
There are certain other times when they 
are of advantage, but as the Tape 
Reader generally goes with the trend 
it is a case of “get on or get left.” 

By all means “get on.” 


Tue SELECTION OF STOCKS. 


This is an important matter, and 
should be decided in.a general way be- 
fore one starts to trade. Let’s nose 


around a little and see what we can 
reason out. 

If you are trading in 100-share lots, 
your stock must move your way one 
point to make $100 profit. 
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stocks are most 


Answer: The 


Which class of 
likely to move a point? 
high-priced issues. 

Looking over the records we find that 
a stock selling around 150 will average 
2% points fluctuation a day, while one 
selling at 50 will average only one point. 
Consequently, you have 24 times more 
action in the higher priced stock. 

The commission and tax charges are 
the same in both. Interest charges are 
three times as large, but this is an in- 
significant item to the Tape Reader who 
closes out his trades each day. 

The higher priced stocks also cover 
a greater number of points during the 
year or cycle than those of lower price 
—Union Pacific from 19534 down to 
par (953% points), against Steel common 
from 5034 down to 217 (28% points). 
Stocks like Great Northern, although 
enjoying a much wider range, are not 
desirable for trading purposes, when up 
to 300 or more—fluctuations and bid and 
asked prices are too far apart to per- 
mit rapid in-and-out trading. 

The trend of the general market is 
largely made by the following stocks, 
in the order named: 

Union Pacific, 

Reading, 

Steel com., 

St. Paul, 

Amalgamated, 

Smelters. 

Union Pacific is the leader because it 
is the pivotal stock of the Harriman 
group, there is a large floating supply, 
a broad market and wide swings; it is 
popular with floor traders, big and little. 
Southern Pacific is its running mate, but 
owing to the smaller number of shares 
of the latter afloat, it seldom dis- 
putes for the leadership. The speculative 
possibilities in Union Pacific are so 
enormous, and the methods of Harri- 
man and his associates so calculated to 
keep the public on tip-toe that the stock 
responds instantly to every wave of sen- 
timent. 

Reading from the top to the bottom 
of the last swing (164 to 70%4) made 
94% points, practically the same as 
Union Pacific. Its daily swings also 
about correspond. There is only $70,- 
000,000 of it outstanding. The floating 
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supply is small, owing to the large blocks 
that are held by other roads, or by per- 
manent investors. Hence, it is easy to 
manipulate. The comparative scarcity 
of the stock is shown in the frequency 
of % point fluctuations between sales. 

It is a very satisfactory stock for Tape 
Reading operations. 

Steel common is lumbering in its 
movements, thus reflecting the five mil- 
lion shares outstanding and the conse- 
quent widespread public interest. It is 
useful as a barometer of the market and 
of public sentiment, but its swings are 
rarely wide enough for the Tape Reader, 
as they average only about a point a 
day. 

St. Paul is one of the truest stocks 
for trading purposes. It is manipulat- 
ed at times, but generally it responds 
automatically to the slightest change in 
market temper. Its daily movements are 
wide, about equal to Union Pacific.and 
Reading. Its last big swing was 106 
points. 

Amalgamated is at present only a sec- 
ondary leader, and taking the year 
through not nearly as satisfactory to 
deal in as some of the others above men- 
tioned. Its swing in 1907 was about 
80 points. 

Smelters is one of the most highly 
manipulated issues on the list, erratic, 
often difficult to follow, at other times 
easy. Its daily range is usually equal 
to any of the others, and its last big 
swing was about 116 points. One gets 
plenty of action in Smelters, but not 
nearly the steadiness, nor the clearly de- 
fined trend prevailing in the big rail- 
roads. 


As a result of observation and years 
of trading experience, we prefer Union 
Pacific to any other, because of the 
qualities to which we have referred. In 
its present range (between 160 and 170) 
it is below the price warranted by its 
dividend rate and equities. This makes 
it especially responsive to bullish news 
and better adapted for trading on the 
long side. 

If obliged to choose a second stock, 
Reading would appeal to us as offering 
the next greatest advantages. While 
Reading contains enormous intrinsic 


value it is at present a 4 per cent. stock 
selling in the 130s—a price scarcely war- 
ranted if its rate were increased to 5 
per cent. So, for the time being at least, 
Reading affords the best medium for 
short selling. 

These two issues are the chief hinges 
on which the door of the market turns 
—Union the upper, Reading the lower 
hinge. It is unnecessary for anyone to 
go beyond these except in times when 
the industrials dominate the market; in 
this case, Amalgamated, Smelters or 
Steel will replace them temporarily. 

It is better for a Tape Reader to trade 
in one stock than two or more. Stocks 
have habits and characteristics which 
are as distinct as those of human beings 
or animals. By a close study the trader 
becomes intimately acquainted with 
these habits and is able to anticipate the 
stock’s action under given circumstances. 
A stock may be stubborn, sensitive, ir- 
responsive, complaisant, aggressive; it 
may dominate the tape or trail along be- 
hind the rest; it is whimsical and co- 
quettish ; it may whisper, babble like a 
brook or roar like a cataract. Its moods 
must be studied if you would know it 
and bend. it to your will. 

Study implies concentration. A per- 
son who trades in a dozen stocks at a 
time cannot concentrate on one. 

The popular method of trading (which 
means the unsuccessful way) is to say: 

“T think the market’s a sale. Smel- 
ters, Copper and St. Paul have had the 
biggest rise lately; they ought to have 
a good reaction; sell a hundred of each 
for me.” 

Trades based on thinks seldom pan 
out well. The selection of two or three 
stocks by guesswork instead of one by 
reason and analysis explains many of 
the public’s losses. If a trader wishes 
to trade in three hundred shares, let 
him sell that quantity of the stock 
which he knows most about, or which 
is entitled to the greatest decline. Un- 
less he is playing the long swing he in- 
jures his chances by trading in a lot of 
stocks at once. It’s like chasing a drove 
of pigs—while you’re watching this one 
the others get away. 

Better to concentrate on one or two 
stocks and study them exhaustively. You 
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will find that what applies to one does 
not always fit the other: each must be 
judged on its own merits. The vary- 
ing price levels, volumes, percentage of 


floating supply, investment values, the 
manipulation and other factors, all tend 
to produce a different combination in 
each particular case. 


(Continued in the January TICKER.) 
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Electric Railway Investments 


Points to be Scrutinized by Promoter, Banker and Bond Buyer 


By F, R. FULLER, of Fuller & Co.” 


HE idea of connecting two or 

l more centers of population by 

an electric railway doubtless 
originated in the fertile brain 
of a promoter. 

A promoter is one who moves the 
wheel of progress. 

When a promoter embarks on such an 
undertaking, he opens the door for a 
vast amount of study and investigation 
The first important question is: Will 
the road justify the investment necessary 
to develop it? If so, how much will it 
return on such an investment? 

Scarcely has he faced this question, 
when he feels the need of assistance and 
advice from a competent engineer. Such 
an engineer must not only be conversant 
with all technical matters relative to civ- 
il, electrical and mechanical engineer- 
ing, but must also be thoroughly awake 
to matters relating to finance. He must 
have knowledge of conditions governing 
the securing of business, and the causes 
which influence the various kinds of traf- 
fic. The relation of such an engineer to 
the promoter is necessarily one of im- 
plicit confidence. 

The duty of the engineer is first to 
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make a complete office investigation of 
the project. This should consist of a 
thorough examination of the Census Re- 
port, and all other available statistics. 
Maps of the country to be served by the 
proposed road should be carefully stud- 
ied. 

The result of such an investigation 
might well be tabulated. 

The population of the termini and in- 
termediate villages is easily found by 
referring to the Census Report. The 
rural population served is indefinite, but 
can be carefully estimated. It is not fair 
to assume that a certain road will serve 
the rural population for any specific dis- 
tance on each side, as this will be found 
in nearly all cases to vary according to 
conditions. 

A map should be drawn covering the 
territory from ten to twenty miles on 
each side of the proposed route. This 
map should show all the cities, villages, 
existing railroads, and all other points 
or features which may tend to influence 
travel in the territory served, such as 
lakes, business centers, existing steam or 
electric railways, summer resorts, parks, 
etc. 
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From this map should be secured the 
number of square miles in each munici- 
pal township. The State Census Report 
can then be referred to in order to find 
the rural population. This population 
should exclude all cities, towns and vil- 
lages in that township, and the aggre- 
gate should be divided by the number of 
square miles contained. This will give 
the average population per square mile. 
This population per square mile should 
then be multiplied by the number of 
square miles included in the territory 
served. 

After each township has been thus 
treated, the result will be the total rural 
population served. To this may be add- 
ed the population of the outside terminal 
and intermediate villages. This result 
will be the number of people served by 
the proposed road, exclusive of the prin- 
cipal terminal, and may be designated as 
the Population Served. This, divided by 
the length of the road, will give the Pop- 
ulation per Mile. 

It is not fair to include in this esti- 
mate the population of the principal ter- 
minal, although its size does affect the 
travel on the road. Experience has 
shown that interurban railroads obtain 
their principal income from the people 
served, exclusive of those residing in the 
principal terminal. This method is a fair 
one for comparing roads. It is better 
not to consider the travel from the larger 
city outward. 

After the population per mile has been 
obtained, the question arises: How much 
money will these people spend, viz., how 
frequently will they travel? There is 
no way of determining this absolutely, 
but it is possible to estimate it. This 
can be done by thoroughly investigating 
conditions in the principal terminal such 
as would tend to attract people in search 
of pleasure, education, business or em- 
ployment. Also by investigating the con- 
dition of the people as to their present 
mode of travel, their habits, their ability 
to pay for the frequent service. 

By investigating the interurban rail- 
roads now in operation, it will be found 
that nearly every class of road has been 
developed somewhere in the United 
States. For example, we find that in 


the New England States passengers on 
interurban railroads are principally em- 
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ployees of large manufactories ; and that 
while the roads may be serving from 
fifteen hundred to three or four thou- 
sand people to the mile, their traveling 
is a matter of absolute necessity, being 
principally to and from their places of 
employment. 

From the fact that these people are de- 
pendent upon their daily wages for a 
livelihood, their expenses must be re- 
duced to the minimum. Hence such rail- 
ways must reduce fares by carrying peo- 
ple in some cases from ten to twenty 
miles for a five cent fare. This traffic 
also becomes heavy at certain hours, 
yielding small earnings per capita, rang- 
ing from two, three or four dollars, with 
heavy operating expenses. 

Interurban railroads in the Central 
States present an entirely different fea- 
ture. The roads are longer and are de- 
signed for higher speed. The rural pop- 
ulation served is composed of prosperous 
farmers. In the intermediate villages re- 
side many retired merchants and farm- 
ers. These people do not depend upon 
their daily wages for a livelihood and 
consequently do not travel as a matter of 
necessity; they and their families travel 
for pleasure, business, as well as for edu- 
cation and employment. They are finan- 
cially able to travel at their desire, and 
are able to pay standard railway rates. 
Such people travel at all hours in the 
day. Under these conditions an average 
from six to ten dollars, and in a few 
cases as much as fourteen dollars per 
capita, has been reached. 

All these points must be carefully in- 
vestigated, and reasonable per capita 
earnings determined therefrom. If per 
capita earnings of six dollars can be sub- 
stantiated by the experience of similar 
roads now in existence, and the roads 
serving a like population, then a prelimi- 
nary estimate of the probable earnings 
of the road can be made. 

In some cases a road having only five 
hundred people to the mile can be shown, 
substantially, to produce a fair income. 
There is one case of a road serving but 
415 people to the mile, which, after run- 
ning three years, paid interest on its debt 
and showed a very fair surplus. There 
is another case where a road serving less 
than 300 people to the mile showed very 
handsome returns. This, however, is. 
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phenomenal. As it is to the interest of 
investors to deal in facts, rather than in 
phenomena, a road serving less than 400 
people to the mile, on the basis above set 
forth, should not be considered. 

Roads serving between four and six 
hundred people to the mile should be ex- 
amined with especial scrutiny. All con- 
ditions conducive to travel should actu- 
ally exist, otherwise results may not be 
satisfactory. 

Roads serving six hundred or more to 
the mile are absolutely safe investments, 
provided the cost of construction is with- 
in reason. These figures refer to the 
Central States and those which are serv- 
ing people of an agricultural character. 

If the results of the office investigation 
made along these lines shows the pro- 
posed road to serve 600 or more people 
to the mile, of a class from which earn- 
ings of six dollars per capita could be ex- 
pected, it is reasonably safe to proceed 
with the survey, as the success of the 
promoter would then depend largely upon 
the securing of the necessary grants. 


SURVEYS AND PLANS. 


The surveys for the financing of a 
proposed road are justified only when 
the foregoing tests are satisfactory. 

Too many projects, some of a very 
meritorious character, have been defeat- 
ed for the reason that the engineer ma- 
king the surveys had no idea as to the 
commercial or financial side of the 
proposition. As a result, a considerable 
amount of money is spent on such sur- 
veys and securing a map and profile, and 
in presenting the proposition for finan- 
cing, only to find the essential points 
lacking. 

The survey for a proposed interurban 
should be of the most complete charac- 
ter and the results should be facts. It 
should show a complete profile from 
which the estimates of earth work may 
be calculated accurately. This should 
show the number of cubic yards in each 
cut and the number of cubic yards in 
each fill; where the excavated material 
is to be used, and the length of haul to 
so place it. It is only from such esti- 
mates as this that reliable data can be 
secured. 

A map of the road should be made, 
drawn accurately to a scale, not less than 


five or six inches to the mile. This map 
should show all property needed for the 
successful construction and operation of 
the road. 

A general plan should be drawn of 
bridges, power-houses, car-barns, sub- 
stations and all other buildings that may 
effect the operation, maintenance or the 
cost of construction, as well as the over- 
head system. 

A set of general specifications should 
then be made, covering all the material 
and labor necessary to fully complete 
the road, and should be sufficient to 
clearly demonstrate the class of material 
in every respect upon which the esti- 
mates are to be based. 

In submitting such a road to a banker 
or trust company, with the idea of se- 
curing capital, it is poor practice to say: 
“We expect the road to be built under 
standard specifications.” In this too 
much is taken for granted. A banker 
does not deal in things which may be 
taken for granted; he deals in facts; 
therefore, general specifications which 
are clear, complete and accurate are de- 
manded. 

EsTIMATES. 


After the above has been completed, 
estimates covering Cost of Construction 
should be compiled with care, experience 
and good judgment. The Plan of Finan- 
cing will be based upon these estimates. 

All estimates should be made from ab- 
solute’ bills of material; no comparison 
with the cost of other roads should be 
assumed and no averages should be ta- 
ken into account. It has been long since 
shown that no two roads will cost the 
same per mile. Sufficient data should be 
supplied therewith to prove the estimates 
correct, particularly the estimate of the 
quantities. 


REPORT. 


The Report on the road is probably 
the most essential part. It is in the Re- 
port that the facts are set forth, and in 
which the final results are obtained, and 
upon which the plan of financing, build- 
ing, operating and maintaining will be 
based. 

The Report should contain a full de- 
scription of the route, naming and de- 
scribing all the cities, towns and villages, 
and all other points which would tend to 
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influence travel. It should contain all 
statistics, which may tend to illustrate 
the nature of the people served, their 
habits, customs and the business they do 
—too much data can not be secured in 
this direction. 

The map showing the territory served 
should be revised according to the sur- 
vey. There should be a full estimate of 
the earnings, and all the reasons why 
the road should make such earnings; it 
should contain a full and complete esti- 
mate of the operating expenses. 

This item of operating expenses is one 
of the utmost importance, and this to a 
great extent is dependent upon the equip- 
ment. 

This Report should contain a general 
specification, which should refer to the 
drawings and plans above referred to, 
in such a way that an investor might 
read the Report, and by referring to the 
plans and drawings get a good, clear 
conception of the nature of the road 
from every point of view. 


Tue Ricut or Way 


is now usually obtained by calling to the 
road’s assistance the heads of prominent 
local banks. These bankers act as trus- 
tees and stand between the promoter and 
the property holders. 


FRANCHISES. 


Franchises should, of course, be as lib- 
eral, exclusive, and for as long a period 
as possible. 


OPERATION AND MANAGEMENT. 


A great deal has been said and written 
by the managers of the different interur- 
ban railways relative to the economical 
management of interurban railroads. 
Many plans so set forth contain vast 
amounts of valuable information; how- 
ever, each particular case is a problem of 
its own. 

The American people, as a rule, are 
ready and willing to accept and pay for 
the best service obtainable, but the writer 
is of the opinion that the tendency among 
interurban managers is to reduce the 
service rather than to increase it. The 


service is a poor place to economize. 
Reduce the service and you reduce the 
income—reduce the operating expenses 
for the same service and you increase the 


net income. This is the field for econo- 
my in operation. 

There is another important factor with 
which the management of the interurban 
railways in the Central and Western 
States are now confronted. This is the 
problem of handling heavy freight in 
car-load lots. 

Rapid strides have been made by some 
of the principal steam railways in the 
development of electric locomotives for 
heavy service. This has opened the field 
for the interurban railway freight busi- 
ness. 

In some of the states recent legisla- 
tion has been enacted compelling steam 
railroads to transfer freight with the in- 
terurban, also to make joint rates on 
long distance shipments, thus putting the 
interurban on an equal basis with the 
steam railroads. 

There are two roads which have been 
brought to the writer’s notice and which 
carry on a freight business, each of 
which earned upwards of $1,500 per mile 
in 1906 from this source. It was also 
learned that this freight income was in- 
creasing more rapidly than the passenger 
earnings and that the business was more 
profitable. 


CONCLUSIONS. 


After the foregoing has been carried 
out and the work accomplished in a 
thorough manner, the formulating of 
plans, raising of money, building, finan- 
cing and operating the road are simple. 

Our proposition at this point stands as 
follows: 

First—To build this road under the 
plans and specifications set forth will 
cost a certain sum of money. . 

Second—This road, when it is so. 
built, will earn a certain sum of money. 

Third—To operate this road will cost 
a certain sum of money. 

Fourth—After paying such operating 
expenses, this road will have a net in- 
come of so much money; and will pay a 
certain rate of interest on its cost. 

These are the facts the promotor, the 
banker and the investor must know. If, 
after the proposition has been fully and 
accurately prepared, the road is neither 
financed nor built, it will probably be be- 
cause the merits of the proposition were 
not fully demonstrated. 

















gS O be properly fitted for the work 


of a Specialist on the floor of 

the New York Stock Exchange, 

one should be endowed with 
two heads, four hands, and superhuman 
mental activity. 

To stand for five hours a day at the 
post of one of the most active stocks on 
the Floor, with orders, cancellations, 
changes, demands for reports and all 
kinds of kicks flooding in, requires a 
nature peculiarly fitted to the task. 

The expert Specialist should be a 
rapid fire gun from which every shot 
fired hits the  bull’s-eye. There 
should be ice-water—not blood—flowing 
through his veins and each day’s open- 
ing and close should find him ex-nerves. 

Few people who stand at the ticker 
in a brokerage office have any concep- 
tion of the strain put upon a Specialist, 
of the risks he runs in an endeavor to 
keep pace with his orders and the mar- 
ket, retaining his equanimity meanwhile. 

He is the constant object of vitupera- 
tion from those who expect instantane- 
ous reports when their price is touched, 
regardless of the quantity offered or 
wanted at that figure. Let me make 
this clear: I stand in the midst of my 
crowd with 5,000 shares to sell at the 
eighth. My orders range from 100 to 
500 share lots—perhaps twenty differ- 
ent orders. I offer my stock and some 
one takes 500 shares. This appears on 
the tape. 


The Day's Work 


of a Specialist 


Necessary Qualifications— 
His Risks and Compensations 


By} A WELL-KNOWN MEMBER ‘OF THE 
FRATERNITY 


I put the sale against the first order 
on my books. Within a minute brokers 
and pages, seemingly from the other 
nineteen offices, come trooping in to me 
demanding reports. I can only say, “Or- 
ders ahead of yours.” “Couldn't get it 
off,” etc., but those who give the orders 
seem to have the impression that they 
are the only ones offering and that the 
“Orders Ahead” explanation is a stock 
phrase invented for use by Specialists 
who are trying to “do” them. 

Why not give the devil his due? You 
cannot squeeze five quarts into a pint 
measure. 

Orders are given to us Specialists by 
brokers whose hands are filled with or- 
ders at or near the market. If we did 
not make a practice of standing in one 
crowd, so that their stop orders and lim- 
ited orders could be distributed among 
us, their whole work being thus co- 
ordinated, the average New York Stock 
Exchange house would require ten floor 
brokers to supplement the work of its 
one Exchange member. 

The Specialist’s order book, or “slate” 
as we call it, is a depository for orders 
of large and small denominations. All 
are entered in the order of their receipt 
and no preference is given. Thus are 
the buyers and sellers theoretically ar- 
rayed in line just as if they were a lot 
of people at the receiving and paying 
windows in a bank. Each in turn is 
waited upon or not (as the market dic- 
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tates) and departs to fall in line at an- 
other point or interval. 

A Specialist in a stock that is at all 
active will have hundreds of orders on 
his book. In a stock like Union Pacific 
at present, there are six Specialists, each 
with his quota of orders ready to be 
executed at the first opportunity. The 
orders are usually given “for the week” 
and are confirmed each Monday morn- 
ing. In Union, they range say from par 
to 200. Each has its place on the slate, 
if within several points of the market, 
and as an order is filled it is crossed off, 
the broker’s name with whom the trade 
was made is recorded, and a report sent 
to the house which gave the order. 

All this sounds easy when you say it 
quickly, but let our critics imagine an 
opening three points apart in which the 
specialist has 5,000 shares to buy or sell, 
some at the market and the rest at lim- 
ited prices. Many a trained Specialist 
under such circumstances would be ut- 
terly lost and obliged to leave the crowd 
long enough to straighten himself out. 
Frequently we are obliged to take sev- 
eral thousand shares ourselves when the 
market opens wide or demoralized. Thus 
we stand in the gap and face tremendous 
losses in order to retain our clientele, 
and not lose our market or our poise. 

Occasionally no market exists in a 
stock except that made by the Special- 
ist. He alone stands always prepared to 
trade at some price and you can im- 
agine what a place the Floor would be 
without the existence of this regulating 
force. 

To compensate for his risks, the Spe- 
cialist holds a position of advantage and 
is able to make large money on his per- 
sonal trades. It must be so in all equity 
for the two-dollar orders which he exe- 
cutes daily would not aggregate enough 
to repay him for his time, capital and 
the losses incident to his profession. If 
his reputation and ability as a broker 
bring him important manipulative or- 
ders, he can see the trend and go along 
with it. Knowing the quantities wanted 


and for sale on open and stop orders he 
can also protect himself to better ad- 
vantage than the ordinary broker or 
trader. 

Contrary to public opinion the Special- 
ist does not look upon the Stock Ex- 


change as a health resort. He is there 
for what he can make. So is every other 
member. Tie his hands so that he could 
not trade and he would at once sell his 
seat. 

The commission of $2 per 100 shares 
would probably not cover the losses in- 
curred in the handling of a large busi- 
ness under pressure of an active mar- 
ket. Specialists have been known to 
mistake a buying for a selling order on 
5,000 shares. In covering the mistake 
and buying the 5,000 shares originally 
wanted, there might be a loss of $10,000 
or $15,000. It would take a lot of $2 
bills to wipe out such a loss. 

There are, of course, people in the 
business who are not to be trusted. This 
is true in every walk of life. The great 
majority of Specialists, however, give 
their clients the squarest kind of a deal 

It frequently happens that the Spe- 
cialist in an inactive stock after beg- 
ging for business, during a dull period, 
will find the issue growing very active, 
with wide fluctuations between sales. 
Unused to working under pressure, and 
at heavy risk, he will withdraw from 
the market “until things settle down.” 
Thus he proves himself unfitted to the 
task, as he leaves the stock and his 
clients in the lurch at the moment when 
they need him most. Anyone who “goes 
up in the air” at critical times had bet- 
ter stay out of the business. 

The expert Specialist is born, not 
made. So there is no particular credit 
coming to one whose temperament makes 
him measure up to the job under the 
most trying circumstances. He _ will 
never let the market get away with him. 
He will work all day without putting 
an entry in his book—with naught but 
the original orders on which are jotted 
the executions, or his own report slips. 
Yet every transaction will be made with- 
out an error and after three o'clock a 
memo of each will be found in one of 
his numerous pockets. From these he 
will be able to construct his book en- 
tries forming a permanent record of the 
day’s business. 

The mental activity necessary “uring 
the five-hour session would drive the or- 
dinary mortal to the verge of nervous 
prostration. For the Specialist has not 
only to enter his orders, execute them, 
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watch his changes of limits and cancel- 
lations, make sure with whom he has 
traded, send his reports; he must also 
make mental note of every item passing 
through his hands, and be able to say 
off-hand just what he has done with this 
or how that transaction stands. Re- 
member, he is incessantly besieged by re- 
quests for reports, quotations and kicks, 
and that he is working in Bedlam at 
top speed with the motto, “Be accurate 
or lose,” confronting him. 

A Page comes to him for a report on 
a certain transaction; he hands a pen- 
ciled slip to the youngster, who disap- 
pears toward a telephone; five minutes 
later the broker comes into the crowd 
and wants to know about that same re- 
port. It turns out that the Page has re- 
ported to the wrong telephone and the 
Specialist is blamed for the delay and 
accused of trading against his orders. 
Troubles of this sort occur constantly. 

If the Specialist handles odd lots, he 
is annoyed by ar infinite number of small 
traders who expect instantaneous re- 


ports of their transactions at the price 
under the ticker wheel. We may fill 
their orders and start the Pages off with 
reports, but there’s no telling how long 
the transmission will take, nor what de- 
lays will occur on the firm’s own or- 
der department. Depend upon it, the 
Specialist will be blamed for whatever 
goes wrong. 

It is impossible to say what the aver- 
age Specialist realizes for his year’s 
work. It depends upon his clientele and 
his ability in trading for himself. The 
figures might range from $10,000 to 
$50,000 a year—on a pure guess, but 
no amount of money. will compensate 
one who is not by nature adapted to the 
work and who cannot go through his 
day’s routine without the quiver of an 
eyelid. 

There is no more exacting business, 
and the proof is found in the fact that 
there are few men on the Board who, 
judging by the character of their work 
really deserve to be known as Special 
ists. 
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Emigration Figures and Labor 
Conditions 


Their Effect Upon Business 
By ROGER W. BABSON 


ditions is of great importance 

in diagnosing both the present 

business situation and in fore- 
casting what future changes may be ex- 
pected. The labor question is so very 
broad, however, that it is absolutely im- 
possible to compile figures which are 
sufficiently complete and suitable for one 
to tabulate for comparative purposes. 
It is hoped that some day either the 
Labor Unions or the State will keep 
perfect records of both the number of 
men who are out of employment and 
the rate of wages. At present there are 
certain census figures which may be ob- 
tained once in ten years or once in five 
years, but these are of no use to the 
ordinary business man who desires to 
forecast conditions. 

There are certain states which now 
operate employment bureaus, and which 
publish a classified weekly or monthly 
list of applicants desiring work; but 
these lists are very incomplete, and 
therefore of little use—no more practi- 
cable than the record of applicants for 
aid which is kept by the leading chari- 
table associations. If every state or 
charitable institution did the work thor- 
oughly and kept the dead matter weed- 
ed out, these reports would be very use- 
ful, even although they covered but a 
small portion of the country. At pres- 
ent they are of no use. 

The same might be said of the Labor 
Union figures. These, if kept properly 
and accurately and for a definite pur- 
pose, would be valuable to the statis- 
tician and business man, but under pres- 
ent conditions they are of little use ex- 
cept in a suggestive way. Of all avail- 
able figures, we consider those compiled 


T HE general subject of labor con- 


*All rights reserved by the author. 


by the Commissioner of Labor the most 
valuable.* If he would publish weekly 
or monthly reports promptly, these 
would be of distinct value in diagnosing 
present business conditions and in fore- 
casting the future. Under the prevail- 
ing method, the reports appear so late 
that his work is of no use. 

For either determining or forecasting 
conditions, figures must be obtained 
which may be used for comparative pur- 
poses. It is not necessary for us to 
have the figures for each month cover- 
ing a large section of the country, but 
they must cover the same section. More- 
over, it is not vital that all reports 
should cover a fixed period; that is, that 
they be issued monthly or weekly, but 
it is essential that each report should 
regularly cover the same period—either 
one month or one week. Therefore, al- 
though there are today many interests 
which are working up figures and who 
will, in the course of a year or more, 
arrive at the point where their figures 
will be of distinct value for comparative 
purposes—none have thus far reached 
that point, unless possibly it is the Emi- 
gration Department of the United States 
Government. 

The Emigration Figures are issued 
regularly. Each report covers the same 
ports and all the figures are systemati- 
cally tabulated. The reader should un- 
derstand that one of the valuable fea- 
tures in connection with Fundamental 
Statistics (as we are treating the sub- 
ject under twenty-five comprehensive 
headings and with all of the figures tab- 
ulated in loose-leaf sheets), is that we 
can elaborate the several divisions of 
each general heading at any time and to 
any extent. In other words, our gen- 
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eral subject No. 13 is “Labor Condi- 
tions” and at the present time the only 
figures which we are tabulating under 
this subject are the emigration figures. 
There is no reason why, as soon as fig- 
ures from the Labor Unions or chari- 
table associations are obtained, addition- 
al sheets cannot be inserted for these 
figures. The only difference would be 
that, instead of arriving at labor condi- 
tions simply through emigration figures, 
we should then look upon these figures 
as only one of several items worthy of 
consideration. The same amount of 
weight would be given to the general 
subject in either case; but we should 
take into consideration more factors. 

Emigration Figures are an extremely 
good barometer of labor conditions. The 
steamship lines act as drains through 
which laborers pass to the country where 
they are most in demand. Labor, like 
water, seeks its level when both living 
expenses and wages are considered. li 
it costs five times as much to live in 
New York as in Italy, there is no object 
in the Italian coming to this country for 
simply five times the wages which he re- 
ceived at home. On the other hand, if 
the Italian can obtain wages in New 
York equal to ten times the wages he 
can receive in Italy, he will immediate- 
ly sail for the United States. Such 
wages may be obtained always in times 
of great prosperity, and especially in 
times just preceding the culmination of 
a period of prosperity. When this pe- 
riod does culminate, the demand for 
labor decreases, wages decrease, and the 
Italian returns to Italy. As the govern- 
ment keeps a careful record of when 
the foreigner enters the country and 
when he leaves, this report is an ex- 
tremely good barometer of labor condi- 
tions in the United States. 

Under almost any circumstances there 
are more people’ coming into a new coun- 
try like the United States than are going 
out of it; therefore, it is the surplus 
which we study. This surplus is very 
sensitive to labor conditions in this coun- 
try. 

By studying the figures of the past 
twenty years, and especially by compar- 
ing them, it is seen that a crisis or de- 
pression in business conditions followed 
the period when the highest immigra- 


gration figures were reached. In the 
same way, it will be seen that there was 
an improvement in business conditions 
when (during a period of depression and 
very low emigration), there began to be 
an increase in emigration. In other 
words, very high emigration figures dur- 
ing periods of prosperity, may be count- 
ed as one of the factors signifying a cul- 
mination of such prosperity. Converse- 
ly, a steady but slow increase in the 
emigration figures during a period of de- 
pression, is one of the factors signifi- 
cant of better business conditions. 

As is the case with most of the other 
subjects which we study, neither an in- 
crease nor a decrease means the same 
thing under all circumstances. Some- 
times an increase is a dangerous sign; 
sometimes it is a good sign. The same 
is true of a decrease. These things can- 
not be reduced to a rule of thumb, and 
the student must use his judgment to 
a certain extent. The rule given above, 
however, relative to a large increase dur- 
ing periods of prosperity and slight but 
steady increases during periods of de- 
pression is almost invariable. 

There is also one other reason why 
these emigration figures are of interest, 
namely: Emigrants leaving the country 
are not only a good barometer of busi- 
ness conditions, but their departure also 
affects business conditions. When one 
emigrant enters the country he usually 
brings a little money. He certainly must 
have a place in which to sleep while here, 
must buy some food and a few clothes. 
On the other hand, when leaving the 
country he withdraws from circulation a 
certain amount of money; this is almost 
invariably many times what he brings 
into the country. In addition, he direct- 
ly reduces the income of some landlord 
and the business of some small grocer, 
butcher and dealer in second-hand 
clothes. 

Therefore, very large immigration fig- 
ures during periods of prosperity means 
that many people will be obliged to leave 
the country as soon as the period of pros- 
perity culminates, and that the reaction 
will be greater and more severe than if 
they had not entered the country. An 
increase in emigration during a period of 
depression not only signifies better con- 
ditions, but these people entering the 
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country are of themselves the means of 
creating better conditions both by the 
amount of money which they bring and 
the business which they generate after 
their arrival. 





Present Emigration Conditions 


To quote the New York Times of 
Nov. 10: “Come back” is the message 
that steamship agents, who watch the 
labor market, and those organizations 
which encourage alien settlers in this 
country, are sending by cable across 
the Atlantic to the thousands who 
left this side during the labor depres- 
sion of the last year. 

In addition thousands of letters are 
being sent by friends remaining here 
to those who went back, telling of the 
Republican victory and the report that 
there is already a demand for labor 
that will grow with the opening up 
of all classes of industries. 

With this increased industrial ac- 
tivity a corresponding increase of im- 
migration is expected. Steamship 
agents have already notified their of- 
fices abroad to notify those who 
bought prepaid tickets that conditions 
here warrant their return. 

While there has been already noted 
a slight increase in the number of 
aliens arriving, the steamship men say 
that no great results can be expected 
for the next month. The vessels ar- 
riving now all left European ports be- 
fore election day here. Some agents 
predict that the tide this way will not 
set in until spring. 

The report that some of the big in- 
dustrial plants of Pennsylvania and 
the Middle West are short of help in- 
duced many aliens to return. Those 
who study conditions also point out 
that no small percentage of those who 
returned to Europe were families who 
had lived here many years, but with 


the stoppage of work went back home 
only because living is cheaper there. 
These are expected to return with the 
first call. 

“There is no more true barometer 
of economic conditions in the United 
States than the immigration move- 
ment,” said Gustav H. Schwab, rep- 
resentative of the North German 
Lloyd Line. “The tide flows and ebbs 
as the conditions here are good or bad. 
As soon as hard times come immigra- 
tion ceases and the outflow of foreign 
labor begins. The toilers go home to 
await improved conditions and return 
when there is work here. It is simply 
a question of supply and demand. 

“This demand for labor will come 
with the resumption of business, and 
it will be so much greater than the 
supply that those who left us will re- 
turn. That many of the aliens expect- 
ed to come back is shown by the fact 
that they prepaid their return passage 
before going away.” 

The total number of steerage pas- 
sengers landed in the United States 
during the year 1908 to Nov. 6 de- 
creased 872,097, as against the same 
period in 1907. During the same time 
the number of steerage passengers 
leaving the United States was 226,611 
in excess of the number emigrating 
from this country during the same pe- 
riod in 1907, making a total net loss 
in the foreign labor force in this coun- 
try of 1,098,708, as compared with the 
year 1907. 

The decrease in the second-cabin 
numbers landed here to Nov. 6, as 
compared with the same period last 
year, is 56,707. The incréase in the 
outgoing second-cabin movement from 
this country to Europe is 2,199. A 
large number of the second-cabin pas- 
sengers, both east and westbound, 
belong to the skilled labor force, of 
which there is therefore more than 
55,000 less than a year ago. 


oe 











The Manipulations of Morse 


How He Stacked The Cards Against Himself 


HAS W. MORSE has been a 
manipulator “since a boy.” He 
was brought up in Bath, Maine, 
where his father was engaged 

in the ice business. 

The old man must also have been 
quite a juggler of the coin, for it was his 
wont to pay off his employes by check 
every Saturday, after making sure that 
all the banks in town were closed. 
Young Charlie would then take his stand 
at the end of the dock, old Bathites say, 
and cash the checks at a discount, so 
that the poor and deserving wage-earn- 
ers could supply themselves with actual 
cash. 

People in the lumber and_ shipping 
trades say that Charlie Morse used to 
manipulate the price of his vessels in 
this way: A captain who had a few 
thousand dollars would apply to Morse 
for a job. Yes, there was a vacancy if 
the captain would take a tenth interest 
in the vessel on the basis of $30,000 val- 
uation (fixed by Morse). Cap. would 
agree and sail away. 

At the end of the year he would be 
very much dissatisfied with the captain’s 
work. According to the Maine law, 
Morse would, therefore, give him the op- 
tion of either buying the other nine- 
tenths or selling back his one-tenth on 
the basis of $20,000 (valuation fixed by 
Morse). 

Naturally this sort of work made him 
very solid with the skippers along the 
coast. 

His American Ice proposition could 
not, in the nature of things, be anything 
else but water. He paid dividends long 
enough to unload it, assisted by a sub- 
sidized press. One financial writer 
bulled Ice from heaven to hell and wasn’t 
a bit fazed when it got there—he kept 
right on bulling, secure in the idea that 
it could only go a few points further 
before disappearing in a splash. 

When your belly is full you can’t eat. 
Those who were gorge1 with Ice at 40 


had no taste for it at 5. Morse was the 
only buyer around this level. 

Soon a committee was appointed to in- 
vestigate the company’s affairs — it 
looked like a receivership—and the ora- 
cle who had bulled it all the way down 
sounded an ominous warning to pros- 
pective buyers: “Wait till the commit- 
tee makes its report.” 

This left the way open for Morse to 
take everything offered, for it is suspect- 
ed that he had something to do with the 
appointment of the committee. 

After weary months, in which passen- 
gers on the ship mostly climbed into life- 
boats, the stock suddenly polished its 
tile, pulled down its vest, arranged its 
tie and started on an easy jaunt toward 
$20 a share. 

Somewhere about 30 the report came 
out showing assets ‘equal to 28. 

A few more independent companies 
were then brought into the fold; it was 
announced that the company would put 
runners on its ice wagons and peddle 
coal in the winter time, and Ice enjoyed 
a further light-waisted boom. Morse 
held the cards, but the public wouldn’t 
come in. 

A few years ago, having doubled the 
price of ice to consumers, Morse thought 
he saw a chance to hook everybody by 
putting the stock on the list of dividend 
payers. Certain wealthy people were 
given the tip, a pool was formed and the 
washing process began. 

In the recent trial of Morse a number 
of his brokers’ statements were exhib- 
ited. Some of these showed an equal 
quantity of purchases and sales on the 
same day, the object being merely to 
make activity and attract attention to the 
stock. 

The tape is the only newspaper which 
thousands of other newspapers repro- 
duce. Activity in a stock is thus adver- 
tised the world over. With merit behind 
the goods, the public is oft tempted to 














buy simply because a stock continues to 
advance. 

The records show, however, that 
Morse bought more than he sold; for ex- 
ample: 





Shares 

Month. Bought. Sold. 
October, 1905 ..... 4,000 2,400 
November, “ ..... 6,900 7,000 
December, “ ..... 43,710 32,430 
January, 1906 ..... 89,950 76,650 
February, “ ..... 35,000 33,900 
March, = Vigees 88,800 89,281 
268,360 241,661 


Thus during six months’ nianipulation 
he was obliged to buy or did buy some 
27,000 shares more than he could dis- 
pose of. The commission charges were 
nearly $64,000, the tax $4,800, besides 
the loss of the difference between buy- 
ing and selling prices, his orders con- 
stantly tending to push these apart. 

The 27,000 shares at 60 represented 
an investment of $1,500,000, but all the 
above is but a flea-bite to the increased 
value of Morse’s other holdings of Ice, 
which cost him $5 per share, and which 
he now had hypothecated in various 
banks at ten times the cost. 

The figures look as though the public 
not only refused to bite but passed what 
little they had back to Morse at advan- 
cing prices. 

His manipulation of bank stocks and 
bank loans was probably the most fla- 
grant that has ever been seen in the 
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Street. For years conservative bankers 
have been expecting the card house to 
fall. The very audacity of the man 
made them stand aghast. The stock of 
the first bank was hocked with the sec- 
ond, the second with the third, and so 
on down the list, until he was practical- 
ly carrying the whole chain on a shoe 
string. 

He then bought up all the coastwise 
steamship lines, changed the labels on 
the securities from “Stock” to “Bonds,” 
and endeavored to unload and use as col- 
lateral these latter monstrosities. 

His bank’s loans were gorged with Ice 
and Steamship securities and the stock 
of other banks. He was a juggler who 
attempted the impossible. 

Finally, when Morse’s Ice Palace, his 
Steamship Pyramid and his Leaning 
Tower of Banks crumbled and crushed 
him, a lesson was read to American 
financiers which we hope will be taken to 
heart. 

From a dominating position in the 
world of finance, and the possession of 
twenty-two million paper dollars, Morse 
is to-day a penniless criminal, occupying 
a cell in the Tombs, and facing a long 


-term of imprisonment. 


All through his career we find an av- 
ariciousness so intense that it rendered 
him blind to his own best interests. 

Morse stacked the cards against him- 
self. 

He practically manipulated himself in- 
to jail. 





























cially the most important of all 

staples. From 28,000,000 to 32,- 

000,000 acres are now devoted 
annually to its cultivation. Our own 
great South is practically the only cot- 
ton field in the world, and the money 
brought into this country from our an- 
nual exportation of cotton is many mil- 
lions greater than we receive from our 
wheat or any other commodity that we 
produce. 

Cotton prices for the world are made 
on the New York Cotton Exchange, and 
the factors entering into the making of 
these prices are the acreage, agricultural 
and climatic conditions temporarily rul- 
ing in the Southern states. The trader 
in cotton, with a reasonably clear view 
as to the urgency of the demand from 
mills and spinners, can figure out in ad- 
vance the normal and equitable price for 
any given crop year, and direct his buy- 
ing or selling operations accordingly. He 
does not have to guess at the size of the 
crop in some other section of the globe, 
nor does he have to consider the effect 
in a competitive way of depression or 
prosperity in some other country. India 
is practically our only competitor, and 
the production of Indian cotton is so 
small in comparison with our own out- 
put that it need not be given serious con- 
sideration. About three-quarters of our 
cotton crop is exported to England and 
the continent, a small portion of it is 
sent to Japan, and the balance is con- 
sumed by our domestic mills. 

The cotton trader can at all times keep 
well informed as to the extent of mill 
consumption, both at home and abroad. 
Reliable annual statistics and current fig- 
ures bearing upon this phase of the mar- 


T° this country cotton is commer- 





Main Points Which the Operator Must Watch 


ket situation are published daily in the 
columns of the leading commercial pa- 
pers. Through the same channels he can 
also follow current conditions in trade 
circles, and keep himself posted regard- 
ing the urgency or lack of demand for 
manufactured cotton goods. The real 
difficulty, and practically the only diffi- 
culty, is to correctly diagnose the condi- 
tion of the growing crop, so as to de- 
termine in advance its probable size and 
quality, and in what measure it is like- 
ly to offset the demand. 

To assist in these calculations many 
“official” reports are issued during the 
planting, growing and ginning seasons 
by various bureaus of the Government’s 
Agricultural Department. These reports 
are supposed to be accurate, but of late 
years they are not as reliable as many 
of the estimates compiled by private in- 
dividuals, commission houses, and news- 
papers. 

Popular sentiment regarding the nor- 
mal price of cotton “futures” in the New 
York market changes from year to year, 
or it might be a little more accurate to 
say that it changes every two or three 
years. 

Cotton profits pile up very rapidly, 
once the market starts moving our way. 
The minimum contract is 100 bales, but 
if you buy even this small quantity, 
every point the price advances means a 
profit of $5. Of course, your profit in 
a declining market is precisely the same, 
if you have sold a hundred bales for 
short account. It is not unusual for 


prices in the cotton market to fluctuate 
300 points in a season, and changes of 
from 20 to 30 points in a single day 
are commonplace occurrences. 





The Supply of Securities 


See Article in August Issue. 


BONDS. 

Issues for Old Refunding 
Year. new capital. Issues. Issues. Total. 
1885 103,844,000 27,700,000 65,715,000 197,259,000 
1886 81,641,000 47:354,390 109,102,300 —_ 238,097,690 
1887 180,386,000 16,304,000 146,787,321 343,477,321 
1888 261,980,631 11,792,000 237,220,587 511,002,218 
1889 206,864,000 6,050,000 176,806,000 389,720,000 
1890 198,158,850 105,204,279 381,504,750 684,867,879 
1891 191,397,700 16,187,000 ,06 1,000 287,645,700 
1892 175,125,600 12,352,000 130,383,900 317,861,500 
1893 139,272,000 42,178,000 107,353,400 288,803,400 
1894 184,785,000 32,237,600 92,782,000 _ 309,804,600 
1895 166,526,300 15,587,000 75,162,100 257,275,400 
1896 147,343,700 7,626,000 427,317,000 582,286,700 
1897 87,720,502 15,713,500 253,981,900 357,415,902 
1898 245,219,480 26,243,000 428,602,200 700,064,680 
1899 156,304,760 22,908,000 346,171,480 525,384,240 
1900 147,678,597 6,287,000 289,747,403 443,713,000 
IQOI 220,171,700 21,270,100 681,568,300 923,010,100 
1902 197,516,313 2,878,000 333,124,987 533,519,300 
1903 191,515,050 12,798,000 376,975,750 581,288,800 
1904 429,810,500 —_—— 105,269,100 535,079,000 
1905 569,079,000 20,000,000 390,947,650 980,026,650 
1906 303,112,000 12,304,500 256,482,000 x571,898,500 

246,733,914 72,362,000 101,717,086 420,813,000 


a. Not including $1,155,000,000 Imperial Russian State 4%: Certificates of Rente. 
x. Excludes $425,000 Japanese Government Bonds. 


STOCKS. 
Issues for Old Refunding 

Year. new capital. Issues. Issues. Total. 
1885 17,783,116 3,700,000 35,430,000 56,913,116 
1886 54,006,350 67,236,800 208,226,200 329,469,350 
1887 98,726,791 32,643,426 138,683,332 270,053,550 
1888 62,408,357 10,872,475 175,447,443 248,228,275 
1889 69,721,717 9,936,000 = 179,952,057 259,649,774 
1890 161,461,729 10,490,747 263,039,854 437,992,330 
1891 96,540,754 1,650,000 90,724,200 188,914,954 
1&92 99,905,900 48,364,850 88,765,355 237,036,105 
1893 93,744,161 48,874,000 55,027,100 198,245,261 
1894 30,616,253 4,800,000 209,776,750 251,193,003 
1895 77 132,500 35,385,000 30,856,270 143,373,970 
1896 76,573:572 ———— 514,158,643 590,732,215 
1897 $3775 671 24,369,900 425,320,320 502,974,891 
1898 69,754,1 2 52,646,600 405,753,266 528,153,996 
1899 311,420,2 ———__ 392,752,320 704,172,605 
1900 296,550,572 130,205,000 194,179,428 620,935,000 
1901 429,537,450 76,090,600 —1,136,385,665 — 1,642,013,715 
1902 251,069,400 11,462,300 521,500,895 784,032,595 
1903 172,944,200 38,791,000 = 215,154,495 426,890,295 
1904 masse OO 55,231,750 175,866,800 
1905 125,123,300 99,889,200 308,442,400 533,434,900 
1906 237,479,600 16,440,700 408,849,150 662,769,450 
1907 159,106,244 321,056,300 95,860,506 576,032,050 
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CHART OF NEW SECURITIES LISTED AND TOTAL ISSUES ON THE MARKET 


Solid Line: Total Issues of Stock. 
Broken Line: Total Issues of Bonds. 


Dotted Line: Stocks Listed for New Capital, 
Linked Line: Issues of Bonds for New Capital. 











Observations on a Western Trip 
By The Skipper 


HE New York Central manage- 
ment” displays a colossal nerve 
in using the term “Four Track” 
to describe the road. There 

may be four tracks in spots, but in a lot 
of others you can find but one, two or 
three. 

New York Central is fifty years be- 
hind the age, just as surely as Pennsyl- 
vania is twenty-five years ahead of it. 

From the rear of the observation car 
on the much-heralded Twentieth Century 
Limited, you see enough of the road’s 
shortcomings to make you want to hop 
off at Albany and go short a hundred 
shares at the market. 

Block signals? Well, occasionally. 
They're the old-fashioned, one-armed 
kind, located at the beginning of a sharp 
curve or as you approach a tunnel. 

In one place a passenger and a freight 
train lay off on a siding waiting for us 
to pass through a little bore under a hill. 
Here it is a One Track Road. 

When the “Diner” is put on at Albany, 
the few who are on to the trick jump in- 
to the seats. The other seventy-five pas- 
sengers who have paid the same excess 
fare are obliged to wait till seven, eight, 
nine o’clock for something to eat. This 
simple process must result in a large in- 
crease in revenue. Standing on one 
foot and watching other people masticate 
for two or three hours is highly stimula- 
ting to the appetite. 

By the time you are through dinner it 
is ten o’clock and you are in Syracuse. 
Here the Four Track Road becomes a 
dinky car line which choo-choos through 
narrow streets so close to the curb you 
can step off the car platform on to the 
sidewalk. Children play within a few 
feet of the wheels of the Pullman. 

Gates and flagmen.are few because 
the Twentieth Century Limited creeps 
along like a Fulton Street horse car. 

We halt completely at one place where 
(rumor runs through the train) the por- 
ters are allowed time to visit their sweet- 


hearts and walk to the station in time to 
open the car doors. 

The Syracuse station is one of the 
most magnificent pieces of architecture 
in the East. Its design was suggested by 
the famous Erie Terminal in Hoboken. 

What you have witnessed is not con- 
ducive to sound sleep, so you ask the 
porter to make your bed with “feet to 
the engine in case she hits something.” 

The lights in your berth fail to work, 
so you cannot read yourself to sleep. Just 
as you are growing drowsy something 
scrapes along the top of the car; there is 
a “boom, bang” from the rear and you 
hang up for half an hour to learn that a 
protruding coal chute has caused an ex- 
plosién in the next car, with resultant 
darkness. 

Thankful that the train has not jumped 
the track you gradually settle down satis- 
fied that both the New York Central and 
the bridal pair across the aisle, who have 
impressed it upon us that he is going to 
occupy the upper berth, are throwing an 
awful bluff. 





In any of the big cities of the Middle 
West you can go into a brokerage office, 
read the ticker tape and have your orders 
executed over the New York private 
wire just about as quickly as if you were 
in Gotham. But nobody out there reads 
the tape except the boy who posts the 
quotations. He tears it off in two-foot 
lengths and after recording the changes 
on the board, drops the pieces into the 
basket. 

The boards are kept with the fluctua- 
tions strung out to the right and the cus- 
tomers sit there swapping tips and guess- 
es till the dope grows thick. 

If these people only knew how, in neg- 
lecting to study the tape, they are hug- 
ging the husks and throwing away the 
very kernels of the market, I am sure 
there would be a demand for more tick- 
ers out that way. 
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When it comes to the brokerage busi- 
ness, Wall Street has no monopoly in 
brains. 

In fact, New York brokers frequent- 
ly have their eyes so close to the wheel 
that they can’t see the, spokes. 

In a big Ohio city there’s a young man 
who is the moving spirit in many local 
enterprises, as well as partner in a 
prominent brokerage firm. 

He can see beyond his own nose, for, 
as a broker, he urges his clients to take 
a definite position on the market and 
play for the long swings. 

During the recent panic, one of his cli- 
ents was induced to bring in $15,000 
worth of securities as margin. With 
this was purchased Union Pacific, first 
at prices not far from par, a little more 
being taken on as the situation became 
more sound and the market advanced. 

A few weeks ago the line was closed 
out, the speculator taking away with 
him certificates for 600 shares of Steel 
preferred, fully paid for, worth $66,000, 
and yielding a net revenue of $4,200 per 
annum. 


There’s a rattling of dry bones in Cin- 
cinnati, where an attorney named Plum- 
mer is attempting to locate some of the 
elusive assets of the O’Dell Brokerage 
Co., the big bucket shop concern which 
“failed” some months ago. 

We wish him joy. 

It seems that the original O’Dell died 
some dozen years ago, leaving to his be- 
loved wife $2,000,000 in cash and $3,- 
000,000 in securities, this being O’Dell’s 
savings out of what had been lost by his 
patrons. 

The Mrs., concluding that this would 
keep her in pin money for life, decided 
to quit the business, and searched about 
for some one wise and wealthy enough 

‘to relieve her of the responsibility. 

Smathers and a lot of shrewd bucket 
shop people were approached, but not 
one of them would bite. Said they: 

“Not for us. Anyone who would take 
over such an outfit in these times requires 
a guardian.” 

But the widow was resolute; she was 
bound to brush the B. S. dust from her 
skirts forever. So she gave the business 
to three or four of her employees, leav- 


ing a bank roll of $200,000 with which 
they were to back the game. This was 
in March, 1897. 

By October of the same year, the boys 
had cleaned up $1,600,000 net profit 
which was also doing fairly well. 

They thereupon retired from the busi- 
ness, setting up another group of em- 
ployees as proprietors. How many dif- 
ferent crowds got rich and got out, de- 
ponent sayeth not. Plummer claims that 
the last bunch whacked up $1,500,000, 
more or less, left $300,000 in the bank to 
back the latest edition, then whisked 
away the three hundred thou; also that 
the pedigree of the business from O’Dell 
down to datum is clear and precise and 
that the connection of the former owners 
never ceased. 

Mr. Plummer has an interesting job 
ahead. His first problem is to prove the 
responsibility of the parties of the first 
part; the next one is to jar the dollars 
loose. 

Then there’s the Plummer’s bill—al- 
ways a thing to be dreaded. 


The rule recently established on the 
Curb, under which a security must be 
“posted” for a certain number of days 
before being traded in, recalls one of the 
most outrageous swindles ever dealt out 
through the medium of that market. 

Some years ago there appeared on the 
Curb a new stock known as New York 
Brake and Coupler. There was consid- 
erable activity in it from the start. No- 
body took the trouble to look into it, but 
for some reason it advanced steadily. 

Before long, New York Stock Ex- 
change houses began to receive inquiries 
and orders from their brokerage connec- 
tions in Boston, Philadelphia, Cleveland, 
Chicago, and other large cities, asking 
if they would carry the stock on margin. 
Of course they would carry it for strong 
interior houses which carried large equi- 
ties with them, whereas they would not 
have done so for individual clients. 

Orders to buy 500 and 1,000 share 
lots began to appear and a considerable 
quantity of the stock began to be locked 
up in the strong boxes of several large 
houses. 

This is what was going on behind the 
scenes: One of the gang would stp 
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into a broker’s office located in a large 
Western city and inquire if they would 
buy for him a few hundred shares of 
N. Y. Brake and Coupler on a 10 point 
margin. The house would put the ques- 
tion up to its New York correspondent 
and the reply would generally read, 
“Yes, we'll buy it for you.” 

The customer would deposit the mar- 
gin in cash derived from other sales of 
stock and sent him by a confederate in 
New York. 

In a few days he would again appear 
and give another and larger order, pro- 
vided the broker was willing. Thus sev- 
eral thousand shares were spread around 
among the interior brokerage fraternity. 
Each hundred bought at 60 and mar- 
gined at 50 represented $5,000 profit to 
the gang, for they never bought any of 
it back; they simply sold. 

Suddenly a certain broker grew sus- 
picious that there was a screw loose. 
New York was asked to quote “Coup- 
ler.” The wire came back “64@65.” 

“Sell 100 at 64,” he responded. 

“Reply: “Now 63 bid.” 

“Sell it at 63, cancel 64.” 

Reply: “Best bid 60.” 

“Sell it at 60, cancel 63.” 

Reply: “Can’t get over 55 for it 
now.” 


The broker saw he was up against it, 
for he was now carrying quite a line of 
the stuff. He sat down and thought 
hard. The result was a little manipula- 
tive scheme of his own. 

He was able to reach, by means of his 
wire connections, about a dozen differ- 
ent houses in New York and other cities. 
To each of these he wrote out a message 
asking at what price he could buy from 
25 to 200 shares of “Coupler.” The 
quantities varied in each case. Thus it 
was made to appear that a lot of new 
buyers were springing up on all sides. 


The New York end of the swindlers, 
thinking they saw a chance to unload a 
larger quantity of stock than they were 
forced to buy, promptly took all that 
was offered and made the bid price 64. 
Thus our wise broker was able to get 
out with only a small loss showing in 
the account. 


This amount was, of course, deducted 
from the cash margin on hand and a 
check for his balance stood ready for 
the client when he appeared next day. 

In the course of a few hours the cli- 
ent was seen no more, the market for 
“Coupler” went to pot, and brokerage 
houses were “stuck” to the extent of 
hundreds of thousands of dollars. 





English Investment Methods 


NEW YORKER with $5,000 to 

A invest, and a_ praiseworthy 

thirst for good advice, chanced 

upon the “American Railroad 

Section,” Which the London Statist 
brings out every year about this time. 

He was much impressed by the 100 
big, important looking pages, by their 
long columns of statistics and their clear 
reasoning. 

After a while he consulted the finan- 
cial editor in whose office he was: “It 
says here that ‘Pennsylvania at 123 is 
certainly a very strong and attractive 
investment.’ Do you consider that opin- 
ion reliable?” 


The editor smiled. “It is one of the 


best,” he said. “Those English financial 
writers are pretty cold-blooded and cal- 
culating.” 

“Well, I could buy about forty shares 
of Pennsylvania with my $5,000.” 

The editor smiled again. “That’s the 
way the American mind works,” he said. 
“It would never enter the heads of the 
English people who support that paper 
to put all their money into the common 
stock of a single railroad. With a thou- 
sand pounds an educated English inves- 
tor might buy Pennsylvania fast enough 
on that opinion—may be four shares— 
but not forty. Why, some of these Eng- 
lishmen are the greatest ‘hedgers’ you 
ever saw. When one of them goes into 
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a proposition he begins to look for some- 
thing somewhere else to balance it. 
What he loses on gas he gains on elec- 
tricity. The depression in his South 
African mines is made up by the boom 
in his South American railways. His 
investment is what you might call scien- 
tific.” 

Long ago English people of means 
had knocked into them the lesson that 
American investors have begun to study 
—the necessity of learning everything 
learnable about a company before in- 
vesting in it, and then “hedging” against 
the inevitable percentage of the unfore- 
seeable. 

The United Kingdom is full of-people 
who combine education and leisure with 
some money. Many of them are in the 
army, the navy, the clergy, the civil serv- 
ice, or retired therefrom. The invest- 
ment of their funds is a solemn matter. 
They have the time and inclination for 
statistical research. They religiously 
read their “Company Reports.” 

Above all, these people have been 
obliged to invest internationally. On 
their own tight little island the real es- 
tate and enterprises are thoroughly cap- 
italized and mortgaged. Being forced 
to hunt abroad for suitable interest and 
dividends, they learned from experience 
the benefits of distribution. They saw 
that money balanced among different en- 
terprises, in different places, was less ef- 
fected by local depressions, and returned 
a higher income consistent with safety 
than if it had been put into any single 
security whatever—no matter how well 
recommended. 

This is why the Englishman with 
$5,000 (£1,000) to invest, noticing the 
Statist’s confidence in Pennsylvania 
stock, may possibly write it down for 
about $500 worth. Just to make sure of 
sharing in the renewed prosperity for 
American railways, foreseen by the 


Statist, he may put another £100 into a 
couple of shares each of Great Northern 
and Northern Pacific. He will have a 
couple of hundred pounds in the sacred 
British “consols,” of course. And _ his 
remaining £600 may go into things as 
different as Austrian railways, Egyptian 
land companies, Siamese sterling loans, 
and Hong Kong gas works. He will 
have satisfied himself that he holds only 
the seasoned securities of promising 
companies under able management. On 
such a combination he will sleep with- 
out fear of anything—unless an invasion 
from Mars. 

One instance at hand tells of a re- 
tired civil service official with a total 
capital of £5,000, which he had divided 
among English railway, industrial, and 
government securities, Indian and Amer- 
ican railway bonds, and Japanese gov- 
ernment bonds. The English securities 
fell in price every year he held them. 
But meanwhile the American convert- 
ibles and Japanese 4s were rising. So 
he sold the latter two at such a good 
profit that he is now actually ahead on 
his investment as a whole. : 

Now we Americans, fortunately, do 
not need to look beyond our own big, 
new country for good chances to 
“hedge.” Between the Atlantic and Pa- 
cific are enough different localities, each 
with its investment opportunities in the 
way of mortgages, real estate, municipal 
bonds, railroad and industrial bonds, 
stocks, and notes, to give even a billion- 
aire’s investment plenty of distribution. 

The practical lesson of English ex- 
perience for the American is that no 
more than 15 per cent of one’s capital 
should go into a single security (some 
authorities consider 10 per cent. as much 
as is safe), and that it is wise to bal- 
ance money between different enter- 
prises in different parts of the country. 
—Review of Reviews. 
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File for Copies of Customers Advices 


This file is made of Manila paper in six leaves, indexed at the top and 
pasted upon a card-index guide, size 612x934 inches. 

Each client is given one of these files and his name is printed at the top. The 
files then stand upright in a vertical cabinet, arranged in alphabetical order. 
When required, a copy of any notice, statement or other form can be located in 
an instant. The latest notice is always on top. 

This system does away with the clumsy method of using letter books, the 
disadvantage of which is proven when a series of notices are required; many 
books and indices must be run through and much valuable time consumed, all 


of which is avoided by using the above file. Notices, statements, etc., must, of 


course, be copied on a roller copier. 
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A Model Market Letter 


Dear TICKER: 

I recently ran across a copy of your 
magazine and it made such a hit with 
me that I couldn’t rest till I got all the 
back numbers. 

The first article in last November’s is- 
sue looked familiar, as it reminded me 
of a market letter I received in June, 
1904. Running through my files I found 
the letter, which is not only the briefest 
but the most accurate and timely that I 
have ever received. 

My remembrance of it is very clear, 
because the writer of it picked out the 
right stocks, and issued the letter only a 


few days before the bull market started 
up. 

It is of interest to your readers be- 
cause it was unquestionably written by 
the same man who wrote the article 
above mentioned, viz.: “A Method of 
Forecasting the Stock Market,” which 
shows the process by which the letter 
was worked out. 

It will also serve as an example to 
some of the houses who send out reams 
of dope containing neither pith nor point 
and for which the scrap basket yawns. 

Believe me, 
A Life Member of Your School. 














EAR FRIEND: _ 
ve been a bear for 
two years, but I’m a bear 
no longer. 

The return of invest- 
ment capital to Wall 
Street—the splendid crop 
outlook, and the growth 
of confidence in the elec- 

tion of a “safe” President, are unques- 
tionably forerunners of a bull market. 

And it will be here before you rea- 
lize it, so don’t procrastinate. 


‘Here are the best things to buy: 


Reading — because it’s earning 844% on 

~ the common and will probably pay a 
dividend in‘the Fall. 4) 
‘Three-quarters of this stock is ‘‘outof the’ 
market,” and the balance is being steadily 
accumulated. Besides, it’s only a few 
points from the lowest in three years. 


Un, Pac., Com, — earning ‘four time? 
its dividend, to say nothing of its equity 
in So. Pacific. It is far cheaper than St. 
Paul, N. ¥. Cen. or Penn.; and in good 
times will pay an increased dividend. 





What's more, it’s a market leader, 

and something you can hand down to 

the children, so far as income is con- 
. cerned. 

Atchison — earning 10°% and paying 4%. 
The cheapest of the active standard 
stocks. No reason why it should be 
eight points below B. & O. and 16 points 
below Un. Pacific. 

Frisco 2nd —the lowest 4% dividend 
payer on the R. R. list, nets nearly 9% 
on the investment, sell at 46, earning 
over thrice the dividend, and _ still 
showing increases, Close to lowest in 
some years. 

Steel 5s — should go to 85 on the least 
revival in the trade. By the way, better 
average up on Steel Com. around ro. 

K. T., Ptd. — earning over 8%. The big 
cotton crop should bring a dividend on this 
stock. The common, too, is dirt cheap. 


(1644) Lowest in recent years, 145. 
The big men are accumulating 
stecks. Better follow suit. You can’t 


buy at the lowest eighth — neither 
can they. 


Get Bullish. 




















The Danger Decimal 


A New Index to thé Financial Position of Railroads 


HOSE Babson people up Boston 
way are forever digging up 
something valuable out of the 
mass of statistics thrown off by 
railroad and industrial corporations. 

The Danger Decimal is a statistical 
tabloid designed to cure an unwarranted 
case of bullishness. It represents the 
percentage of the Balance Available for 
Fixed Charges which is consumed by 
said charges. 

In the case ofa clerk earning $100 a 
month and spending $95 regularly for 
rent, food, fuel and clothing, the Danger 
Decimal would be 95. A $10 automo- 
bile ride for a show girl would make the 
Danger Decimal 105, thus opening the 
way to bankruptcy and alimony. 

Looking over the following list, it 
seems that some of the properties should 
be sent to the financial hospital without 
further delay. 


Danger 
Company. Decimat. 
UD bs se Sdeeek cencccts 23.9 
Peowemerm Pacific... ......0002. 24.9 
SE END oo Wed cvicvcecses 25.7 
8 BE ee eet 32.1 
PY. Wise siceededsccsess 33-4 
EE Gis Won't wdei's's 6 <c0.0va's's 30.6 
BRR eee 36.6 
SS 2 are 37.2 
Southern Pacific ..........0.... 40.4 
SE RS ES OE a es 40.8 
SE Eas cctes svn svewow'es 41.4 
Delaware & Hudson ............ 41.5 
Houston & Texas Central ........ 41.6 
Norfolk & Western ............ 2.8 
OER bs bid.wa's's due os ceva 43-1 
Kansas City Southern .......... 43.5 
ee oats Ben os Se pad Cone 45-4 
EL PS eer 45-7 
Dace 504% «en tscpwea 47.2 
<n eordin oe Coed cine dea daue 48. 
RE TE | tk veacvesestecss as 48.9 
Ontario & Western ............ 49.4 
Denver & Rio Grande ........... 50.9 
Central of New Jersey .......... 51.2 
Baltimore & Ohio .............. 51.7 
Ee a ep ee 52.5 


Colorado & Southern ........... 53-1 
rT ree 58.9 
Louisville & Nashville .......... 59.7 
PEE Gutinep Chdbesesbecdeccce 60.8 
Nashville, Chat. & St. L. ........ 62.1 
SE SE cus. 6s pete sdes 65.4 
i rE obits akaes ah wnca 5 67.4 
Atlantic Coast Line ............ 68.4 
Chesapeake & Ohio ............. 67.7 
eo RO Eee 68.5 
CN Oe SIO “ecccnersccccces 69.2 
NR RSS ere ee 69.2 
Co 8 OR ree 69.3 
wigeer st 9 Ye eae 69.6 
Circe & Hast. FB, .. 2. cccccces 71.8 
Ee eee 72. 

pi SL. 2 PS 72.6 
PE Ss vache dnat ss s% eevee 73-4 
Colorado Midland .............. 74. 

PENN CIEE chb etek sa ceases 75.5 
eS aaa 79.6 
Lake Erie & ‘Western ........... 80. 

Intl. & Gt. Northern ............ 83.5 
Wisconsin Central .............. 83.8 
Wheeling & Lake Erie .......... 84.3 
National of Mexico ............ 84.6 
Central of Georgia ............. 86.6 
Minneapolis & St. Louis ........ gl. 

REL Wii y pie. ot eiUwa ec tbeesnd 93.5 
St. Louis & San Francisco ....... 95.9 
Southern Railway .............. 97. 

SD SEE sok one¥anegeneces 99. 

Western Maryland .............. 99.6 
RS ee ee a 113.9 
Toledo, Peoria & Western ....... 117.9 
San Antonio & Arkansas Pass ....120.2 


Seaboard Air Lime .......00.0. 123.4 
These figures show at a glance which 

properties are on a sound basis, down to 

those in, or verging upon receivership. 

A bond buyer could not ask for a bet- 
ter guide than this; the speculator can 
also gain much from a study of the in- 
trinsic strength of any property in com- 
parison with the others. 

It is surprising to find some of the 
minor roads in a so much better position 
than properties like New York Central, 
New Haven, Michigan Central, etc. In 
fact, the more we examine, the more in- 
congruities we find. 

















Ready-Made Market Opinions 


Why Daily Paper Financial Articles are a Delusion and a Snare 


ATTHEW MARSHALL, who 
formerly wrote the principal 
financial articles for the N. Y. 
Sun, made a great many wise 

observations in his time; but, like the 
majority of those whose ideas help to 
fill the Wall Street pages of dailies, his 
stuff lacked the vital spark which made 
it of practical money-making value to 
the reader. 

Following is a very fair specimen: 

To those who buy stocks and bonds as 
they do real estate, or as they lend money 
upon good collaterals, purely as invest- 
ments of capital for the sake of deriving 
income from it, trading on the Stock Ex- 
change for the profits to be gained from the 
daily fluctuations of the market is a game 
which they understand imperfectly or not 
at all. They can comprehend taking advan- 
tage of a favorable opportunity to invest, 
and, again, of another favorable opportunity 
for recalling the money invested and placing 
it elsewhere. They can also comprehend 
investigating the merits -of a stock or a 
bond and of buying or selling it according 
to the result of the investigation. What 
puzzles them is the nimble jumping in and 
out, the parrying of rain drops with a fen- 
cing foil, which go on continually in the 
market and which make up the bulk of the 
transactions in it. 

Time tries all things, and the wise in- 
vestor estimates the value of a security 
not by the price it is made to bring at the 
moment by the conflict of opposing specu- 
lators, but by the income it is yielding 
and by what it may be counted on to yield 
hereafter. This is the final test, all others 
are temporary and misleading. Applying it 
to stocks which are now, like a juggler’s 
balls, kept flying in the air by constant 
impulses from below. it will show either 
that they will ultimately land in investors’ 
tin boxes out of the reach of the general 
dealer and come upon the market only at 
executors’ and administrators’ sales or that 
they may be kicked out of sight as worth- 
less rubbish and never be heard of more. 
Veteran observers can call to mind frequent 
examples of both fates. Stocks, which 
were once mere playthings for bulls and 
bears, are now the priceless jewels of mil- 
lionaires, and some, which were left by 
the last wills and testaments of their own- 
ers to their families as heirlooms, have long 


since ceased to pay dividends and are un- 
salable at any price. 


Naturally, it will be said that if the same 
uncertainty marks the valuesof all stocks, 
a@ man may as well gamble upon their fluc- 
tuation from day to day as upon an equal 
fluctuation extending over years. This is 
true, in a sense; but whereas the daily 
fluctuations cannot be foreseen by the exer- 
cise of any amount of watchfulness, those 
of a long term, being caused not by human 
caprice, but by slow-moving, substantial 
forces, give warning of their coming. The 
average earnings of a railroad, a bank, a 
manufactory, or a mine do not increase or 
diminish suddenly. They rise and fall by 
degrees and in obedience to influences that 
careful attention enables a man to de- 
tect, whereas the vagaries of prices pro- 
duced by corners, combinations, and bear 
attacks come like thunderbolts from a clear 
sky and catch their victims unawares. 


Nevertheless, it must also be conceded 
that mere watchfulness does not enable a 
man to judge of the future of an invest- 
ment. He may not, with all the facts before 
him, have the knowledge and the skill nec, 
essary to interpret their meaning correctly, 
and, besides, some of the most important 
of them may be concealed from his view. 
Not to every one is it given to be a success- 
ful investor, any more than it is to be suc- 
cessful as a merchant, a banker, a lawyer, 
or a physician. Examples abound, too, of 
men who become proficient in the particular 
calling they pursue and make great gains 
by it, but who, when they attempt to invest 
those gains, lose a great part if not the 
whole of them. It is a proverb, that money 
is easier to get than it is to keep after it 
is gotten, and the reason of this is that 
money is got by skill and industry in one 
kind of business with which its owner is 
familiar, and that then its possessor at- 
tempts to keep it by putting it into some 
other kind, of which he knows nothing. 

The final test of the value of a stock is, 
as bas been said, the amount of income it 
yields and the certainty of getting it. It 
is easy enough to compute the first of these 
elements. A stock that yields 6 per cent is 
worth, everything else being equal, more 
than one which yields only 5. Yet we see 
stocks which yield 6 and even 7 per cent 
per annum selling for less than others 
which yield no more than 5 per cent, be- 
cause in them the second element—that of 
certainty—is more largely present. 
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Giving any fixed rule for choosing stock 
investments is impossible, much as it is to 
be desired, and frequently as ill-informed 
people venture to formulate it. Old Com- 
modore Vanderbilt acquired millions by buy- 
ing railroad stocks, and his family have 
added from the same source other millions 
to his millions. Jay Gould did the same and 
his son George apparently follows in his 
footsteps. On the other hand, many thou- 
sands of people have lost heavily by at- 
tempting what the Vanderbilts and the 
Goulds have achieved. Fortunes have been 
gained and fortunes lost in gas stocks, in 
mining stocks, in manufactories, and in 
breweries, not merely by buying and sell- 
ing them on the Stock Exchange, but by 
the outcome of the various enterprises 
themselves. All that the wisest man can 
do is to exercise his judgment and accept 
the result as patiently as he may. 


After reading, one feels as if he had 
traveled in a circle. There is nothing 
satisfying about such an article. You 
derive little or nothing from it. 

Matthew could easily have gone a 
step further and said: “The wise man 
will study the subject of Investment and 
Speculation exhaustively. He will read, 


inquire, investigate, compile, and com- 
pare until he knows what he is doing. 
Then his ‘best judgment” will mean 
something.” 

A certain student of basic conditions 
tells me that his forecasts have only been 
wrong once in four years, and then they 


were simply a little previous. The ordi- 
nary speculator or investor who operates 
on his “best judgment” simply does 
what is demanded by the impulse of the 
moment. If right once in four years he 
is lucky. 

One of the reasons why the public 
acts so unintelligently is because those 
who write most of the financial litera- 
ture were born and bred outside of Wall 
Street. Consequently they write at the 
market instead of from it out, to use a 
Weber & Field’s expression. 

Everybody who is connected with the 
financial department of a daily is pri- 
marily a newspaper man. His Wall 
Street experience is gained in gathering 
the news or, perhaps, in losing a $500 
margin. 

Take Edwin Le Fevre, who was orig- 
inally a newspaper man and who now 
writes books and stories about Wall 
Street. On technical stock market 
points he is wobbly and at times mislead- 


,ties that have passed.) 


ing. His stories are none the less in- 
teresting on this account, but our argu- 
ment is that unless all the fine points of 
an article or story can be squared and 
found true to genuine Wall Street con- 
ditions, they tend to build up in the pub- 
lic mind a false impression. This leads 
to wrong methods and heavy losses. 

An investor or a speculator buys a 
daily paper for two reasons: First, In 
order to read the history of the latest 
session. (It is, of course, impossible for 
him to make a dollar out of opportuni- 
Second, He 
wishes to look for suggestions and for- 
mulate his plans for money making in 
the coming sessions—to-day’s, to-mor- 
row’s and next week’s markets. 

Does he find it? Seldom. 

He is mostly treated to a mulling over 
of the day’s news, punctuated by a few 
guesses or insinuations as to the causes 
therefor. 

Once a week it is the custom of the 
financial editor to unbelt himself and 
elaborate on what he thinks of the situ- 
ation. Absorb three or four of these 
articles at once and you'll suffer from 
mental indigestion. Your head will con- 
tain a hodge-podge of stuff, much of 
which is contradictory. 

Out of the mass you carry away a 
general idea of bullishness or bearish- 
ness, as the case may be, but the thing 
that makes the strongest impression and 
upon which you act, is a suggestion in 
one of the articles to this effect: “Steel 
common was very strong, but it is a 
question how much of Union Pacific and 
the other former leaders was sold under 
cover of this demand.” 

The seed thus implanted thus grows 
and next day you give a market order to 
sell your Union. You are certain Har- 
riman is unloading. Why? Because the 
$25 or $50-a-week writer made the sug- 
gestion and he is paid that salary be- 
cause he is equipped to guide the market 
operations of thousands of people with 
thousands of dollars each! 

After you have sold, Union Pacific 
promptly rises four points. 

The financial page has its purpose, but 
few know how to apply it properly. It 
calls attention to facts. These facts can 
be verified. Sound opinions can be built 
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upon facts, and money can be made on 
sound opinions. 

But each man must learn to collect 
his own facts, draw his own conclusions, 
and act in accordance therewith. When 
he does this he is headed straight for 
Stock Market Success: 


After traveling successward for a 
while he will realize that writers of con- 
temporary financial literature are like 
pedlers who cry their wares thus: 

“Here’s your ready-made stock mar- 
ket opinions! Cent a copy!” 





Conservative Speculation 


How One Person Operated 
Two Accounts With Opposite Results 


By W. P, G. 


HIS may seem to many a direct 
contradiction in terms; to the 

I majority speculation is always 
reckless, and a speculator is in- 


capable of caution. To my mind, the 
essential difference between a speculator 
and an investor is this: One buys with 
the dominant idea of selling at a profit, 
while the other regards mainly the in- 
come return on his purchase. 

An investor may buy at haphazard, ac- 
cepting some surface indicatiou as con- 
clusive, while a speculator may study 
deeply into general business conditions 
and into the special influences affecting 
a given property before he commits him- 
self. A careless investor often comes to 
grief; a reckless speculator is sure to do 
so. 
“Any fool can make money in Wall 
Street, but it takes a wise man to keep 
it.” Conservatism is the keystone of 
the arch of wisdom—it holds intact cap- 
ital and profits. 

Experience is my teacher. In 1896 I 
opened an $800 speculative account for 
myself and a $3,000 uccount for my 
mother. For myself I wanted to gath- 
er in the largest possible profits; my 
mother insisted that safety of principal 
should be the first consideration. 

One deal in each account explains the 


difference in methods. With a capital of 
$900 I bought for myself 100 shares of 
D. L. & W. at 143. At the same time 
I used some $4,200 of my mother’s in 
buying outright 60 shares at the same 
price. I sold both lots at 158, giving me 
a profit of about 80 per cent on my cap- 
ital, while my mother’s profit was only 
about 10 per cent. 

The period was a favorable one for 
Lambs and my capital rapidly increased 
to $3,000. Then it began to shrink. By 
the end of 1900 it was back to the origi- 
nal $800. I drew this out for personal 
use and closed the account. 

My judgment was not always correct 
in handling my mother’s money, but her 
losses were small and by January, 1903, 
her $3,000 had grown to $11,500. 

A little better than 20 per cent a year, 
compounded annually, does not appeal 
very vividly to a speculator’s imagina- 
tion, but her principal was still in hand 
with a steady accumulation of profits, 
while my own rapid gains had disap- 
peared as quickly as they had come. 

Aside from the arbitrary addition of 
a conservative principle in the one case, 
the two accounts were handled by one 
mind with skill, judgment and experi- 
ence exactly the same. 








U. S. Supreme Court Decisions 


On the Right of a National Bank to Own, Deal or Act as Broker 
in Stocks and Bonds 


N a leading case decided by the 
United States Supreme Court, 

a national bank sought to evade 
responsibility on a contract by 
pleading that its purchase of certain 
bonds of a municipal corporation is- 
sued in aid of a railroad, was beyond 
its corporate power. Its contention seems 
to have been regarded as “too clear to 
admit of dispute.” Logan County Na- 
tional Bank vs. Townsend, 139 U. S., 67. 

In Farmers’ & Merchants’ National 
Bank vs. Smith, 77 Fed. Rep., 129, 
Judge Thayer, who rendered the opinion, 
said: 

“Concerning the power of the defendant 
bank to engage in the business of selling 
mortgage bonds on commission, little need 
be said because it does not seem to be 
claimed that such a power could be law- 
fully exercised by the bank. The bro- 
kerage business is entirely distinct from 
the business of banking which it was au- 
thorized to transact. If a national bank 
can lawfully act as broker in selling farm 
mortgages for a commission, no reason is 
perceived why it may not act in the same 
capacity in selling any other species of 
property, real or personal. The national 
bank act does not in terms or by necessary 
implication authorize national banks to act 
as brokers in negotiating the sale of securi- 
ties, and it is generally agreed that they 
cannot lawfully engage in such business. 
(Weckler vs. Bank, 42 Md. 581; Wiley vs. 
Bank, 47 Vt. 546; First National Bank of 
Lyons vs. Ocean National Bank, 60 N. Y. 
278; Talmage vs. Pell, 7 N. Y. 328.)” 


As to what further power for invest- 
ment in bonds has been granted, in late 
legislation (such as the Vreeland Bill) 
and what effect this legislation has had 
on the charters of the banks, there is 
still some doubt, as the courts have not 
been called upon to pass on this ques- 
tion; but certainly any power so granted 
would be strictly construed. 





Law Journal. 


From the Banking 


Nor has a national bank the general 
right to own or deal in stocks: In First 
National Bank of Charlotte vs. National 
Exchange Bank of Baltimore, 92 U. S. 
122, after discussing the incidental power 
clause, the court said: 

“Dealing in stocks is not expressly pro- 
hibited, but such a prohibition is implied 
from the failure to grant the power. In 
the honest exercise of the power to com- 
promise a doubtful debt owing to a bank, 
it can hardly be doubted that stocks may 
be accepted in payment and satisfaction 
with a view to their subsequent sale or con- 
version into money so as to make good or 
reduce an anticipated loss. Such a trans- 
action would not amount to a dealing in 
stocks.” 

In Schofield vs. Goodrich Bros. Bank- 
ing Co., 98 Fed. Rep., 271, the court 
said: 

“Each of these courts (U. S. and Nebras- 
ka) has held that the purchase of stock of 
another corporation as an investment, and 
not as security or in payment of a debt, by 
a corporation simply empowered to trans- 
act a banking business is beyond its powers 
and void, and that since such a purchase 
is ultra vires and void it cannot be made 
or validated by estoppel. Bank vs. Ken- 
nedy, 167 U. S. 362, 366, 371; 17 Sup. Ct. 
831; Bank vs. Hart, 37 Neb. 197, 201, 206; 
55 N. W. 631.” 

Up till 1876 the courts uniformly held 
that a national bank could not take a 
note secured by real estate and foreclose 
the mortgage upon default of the note. 
But in that year the United States Su- 
preme Court held (Mathews vs. Sinker, 
98 U. S., 621) that as between the par- 
ties the contract should hold good even 
though the bank acted ultra vires in ma- 
king the loan and that the objection 
could only be reached by the govern- 
ment. (National Bank vs. Whitney, 103 
U. S., 99, and Fortier vs. New Orleans 
National Bank, 112 U. S., 439.) 











The Public Service Commission 


OF NEW YORK STATE 


Its Duties--How it Supervises and Examines the Property of Corporations, 
Thus Protecting Holders of Securities 


HE Public Service Commission 

I entered upon the discharge of 

the duties imposed upon it by 

law on the Ist day of July, 
1907. It is charged with the general 
supervision of all common carriers: 
railroads, street railroads, railroad cor- 
porations, and street railroad corpora- 
tions within its jurisdiction, and invest- 
ed with the power and directed to ex- 
amine the same and keep informed as 
to their general condition, their capital- 
ization, their franchises, and the manner 
in which their lines owned, leased, con- 
trolled or operated are managed, con- 
ducted and operated, not only with re- 
spect to the adequacy, security, and ac- 
commodation afforded by their service, 
but also with respect to their compliance 
with all the provisions of the law, or- 
ders of the Commission, and charter re- 
quirements. 

It is also given general supervision of 
all persons and corporations defined in 
the law as gas and electrical corpora- 
tions, and invested with extensive powers 
over the manufacture, sale and distribu- 
tion of gas and electricity for light, heat, 
and power. 

Without having first obtained the per- 
mission and approval of this Commis- 
sion, no railroad corporation, street rail- 
road corporation, or common carrier, 
with certain exceptions noted in the sec- 
tion, shall begin the construction of a 
railroad or street railroad, or any exten- 
sions thereof, nor shall it exercise any 
franchise or right under any provision 
of the Railroad Law, or of any other 
law. 

It is also provided that a common 
carrier, railroad corporation, or street 
railroad corporation may issue stocks, 
bonds, notes, or other evidence of in- 


debtedness, payable at periods of more 
than twelve months after the date there- 
of when necessary for certain purposes 
enumerated in the law; provided, and 
not otherwise, that there shall have been 
secured from this Commission an order 
authorizing such issue and the amount 
thereof, and stating that in the opinion 
of the Commission the use of the capital 
to be secured by the issue of such stock, 
bonds, notes, or other evidence of in- 
debtedness is reasonably required for the 
said purposes of the corporation. 

The provisions applicable to railroad 
corporations are substantially applied to 
gas and electrical corporations. 

Numerous other powers, unnecessary 
to specify at this time, are given to this 
Commission, with corresponding injunc- 
tions to exercise the same; and all the 
powers formerly given to the Board of 
Railroad Commissioners are also con- 
ferred upon it. 

The Commission is invested with the 
power, upon complaint made to it and 
after formal hearing, to determine and 
fix the just and reasonable rates, fares, 
and charges of all corporations subject 
to its supervision and control. 

It is obvious that the work imposed 
and the purposes contemplated by the 
statute, could be attained only by and 
through a thoroughly considered, syste- 
matic, and well equipped departmental 
organization. Such an organization must 
necessarily be based upon a compre- 
hensive view of the results sought and 
the methods to be followed in seeking 
them. The great variety of work in- 
volved required special scientific and 
technical knowledge, and the necessity 
that the Commission should be well and 
accurately served in these matters made 
imperative the selection of assistants of 
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skill, competency, experience, and judg- 
ment. 

Having these general principles in 
mind, there has been created an organ- 
ization, the general form and character 
of which is determined by those prin- 
ciples. The details have been suggested 
by the experience gained in carrying on 
the work. This organization is believed 
to be sufficiently elastic to permit of 
its natural and proper growth so as to 
embrace work not yet undertaken. 

In addition to the collection of all 
proper statistics with reference to the 
operations of the corporations commit- 
ted to its supervision, the Commission 
is authorized to establish a uniform 
system of accounts to be used by rail- 
road corporations, street railroad cor- 
porations, and other common carriers; 
it also has power to prescribe a uniform 
system of accounts, records, and books 
to be kept by gas and electrical corpora- 
tions. The examination from time to 
time of the accounts 9f all such cor- 
porations is practically required of the 
Commission. It believes that its work 
can not be done properly, nor can the 
purposes of the law be attained, without 
the establishment of uniform systems of 
accounts for all corporations under its 
supervision. The establishment of a di- 
vision of statistics and accounts to have 
In charge the details of all these matters 
was imperative, and engaged the most 
careful thought and anxious considera- 
tion of the Commission. The work per- 
formed by this Commission would be 
worse than useless, because inadequate 
and misleading, unless performed upon 
correct principles and with a thorough 
understanding of the economic questions 
involved and the results to be obtained 
through enforcement of the law. 

The function of the steam railroads 
under the supervision of this Commis- 
sion is to furnish adequate means for 
the transportation of freight and passen- 
gers, and the function of the Commis- 
sion is to see that such transportation is 
efficient. The character of the service 


rendered by the railroads in the past 
has been unsatisfactory to the people. 
The distribution of cars in freight traffic 
and the lack of prompt movement of the 
same has been a source of irritation, and, 
‘ apparently, great loss to the shippers 


and consignees. It was believed to be 
necessary to investigate these matters 
with the utmost thoroughness, not only 
by the personal attention and efforts of 
the Commissioners, but also with the aid 
of skilled subordinates, and to that end 
to organize for such work a division, the 
duty of which should be to ascertain the 
causes of inadequate and inefficient serv- 
ice and to suggest remedies for the same 
which should be applied by the Com- 
mission under the powers conferred by 
statute. 

Regarding capitalization and permis- 
sion to do business, Section 53 of the 
Public Service Commission Law pro- 
vides as follows: 

“Without first having obtained the 
permission and approval of the proper 
commission no railroad corporation, 
street railroad corporation or common 
carrier shall begin the construction of a 
railroad or street railroad, or any ex- 
tension thereof, for which prior to the 
time when this act becomes a law a cer- 
tificate of public convenience and neces- 
sity shall not have been granted by the 
board of railroad commissioners or 
where prior to said time said corpora- 
tion or common carrier shall not have 
become entitled by virtue of its com- 
pliance with the provisions of the rail- 
road law to begin such construction; 
nor, except as above provided in this 
section, shall any such corporation or 
common carrier exercise any franchise 
or right under any provision of the to- 
fore granted but not heretofore actually 
exercised without first having obtained 
the permission and approval of the prop- 
er commission . . .” 

Section 68 of the same law. provides 
as follows: 

“No gas corporation or electrical cor- 
poration incorporated under the laws of 
this or any other state shall begin con- 
struction, or exercise any right or privi- 
lege under any franchise hereafter 
granted, or under any franchise hereto- 
fore granted but,no heretofore actually 
exercised without first having obtained 
the permission and approval of the prop- 
er commission . ™ 

The exercise of such unusual and 
drastic power as is conferred by these 
two sections should be governed by well 
settled principles of public policy. Such 
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principles are not indicated in the stat- 
ute, but are left to be established, as 
well as observed, by the Commission it- 
self. Clearly, in a general way, it should 
be the policy of the State to foster and 
encourage enterprises of this character, 
but this principle is of little aid in solv- 
ing the questions which arise in actual 
practice. Some of these difficulties are 
as follows: 

When an enterprise seeks to begin op- 
peration in an entirely unoccupied field, 
the Commission is necessarily called up- 
on to determine if it will exercise judg- 
ment of its own as to whether the en- 
terprise is commercially feasible and is 
likely to afford fair return upon the cap- 
ital necessary to be invested, or whether 
it will remit those questions entirely to 
the promoters of the enterprise and re- 
quire them to assume the burden of the 
decision as well as the burden of the 
chances. Great losses have occurred to 
innocent investors by reason of ill- 
advised and ill-considered investments 
in new enterprises, and communities 
have frequently been subjected to the 
economic loss of the diversion of large 
amounts of floating capital to the status 
of fixed capital which proved partially 
or wholly unremunerative. 

Again, where the proposed enterprise 
comes in competition with an enterprise 
already established we have to consider 
the conflicting claims of advantages ac- 
cruing to the public from competition, 
both in rates and service, and the disad- 
vantages arising from multiplication of 
facilities beyond the needs of the com- 
munity. This latter consideration re- 
quires a forecast of the future as to the 
probable growth of the requirements of 
the public. 

Another feature of great importance 
is the frequent consolidation of compet- 
ing enterprises, thereby imposing upon 
a community united capitalization to 
render service which could well have 
been performed by one of the consoli- 
dating concerns. 

To afford a ready means for ascer- 
taining the precise disposition of the 
proceeds of all such securities author- 
ized by it, it has established an account 
with each corporation, in which in a 
suitable manner is kept a record of the 
application, its nature, the amount of se- 


curities authorized, the reports made 
thereon pursuant to the rule, and the dis- 
position of the proceeds. Thus, either 
the Commission or any citizen or per- 
son interested can readily ascertain tlie 
disposition made of the moneys as re- 
ported by the corporation, and it is be- 
lieved that any misapplication of the pro- 
ceeds, in defiance of the terms of the 
order, would subject the corporation 
guilty of the same to certain penalties. 

The provisions which have been es- 
tablished, viz.: that in every order au- 
thorizing the issue of stock, bonds, 
notes, or other evidence of indebtedness 
there shall be a statement that in the 
opinion of the Commission the use of 
the capital to be secured by the issue 
of such stocks, bonds, notes, or other 
evidence of indebtedness is reasonably 
required for the said purposes of the 
corporation, the Commission deems to 
be wise and practically indispensable to 
the proper working of the law, but it is 
obvious that it imposes extremely great 
labors upon the members of the Com- 
mission. It practically requires every 
member of the Commission, or at least 
a majority of the same, to examine with 
care every application of this character. 

The Commission, in disposing of these 
cases, practically sits as a court, and de- 
cides upon evidence presented to it as 
questions of fact. These questions of 
fact, while sometimes simple and easily 
disposed of, are in many cases exceed- 
ingly complex and require minute and 
laborious investigation. 

The Commission is aware that in most 
cases it is possible to arrive only at a 
reasonable approximation of the cost of 
proposed construction, and that no en- 
gineer can foresee with accuracy all of 
the difficulties and expenses to be en- 
countered in a proposed work. It is, 
however, of the highest importance that 
the spirit and purpose of the law shall be 
carried out in good faith; and it is far 
better that there should be an under- 
capitalization permitted by this Com- 
mission, in which event the corporation 
can apply for a further issue of securi- 
ties, than that an _ overcapitalization 
should be allowed, which would permit 
the possibility of the corporation divert- 
ing the proceeds to purposes not war- 
ranted by the application, as well as 
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create a charge upon the company, to 
meet which it will be contended that 
revenue derived from the public must 
be supplied. 

It is also apparent that in conducting 
the investigations requisite to decide 
properly the questions of fact present- 
ed to the Commission, it is necessary to 
have the services of skilled engineers 
and experts to advise the Commission 
as to the cost of proposed constructions. 
In cases of any importance, the Commis- 
sion requires the applicant to produce 
its engineers before it, that they may be 
examined orally and in detail as to their 
estimates; but this is not deemed suf- 
ficient. In some classes of construction 
there is no difficulty in arriving at the 
fair cost thereof, but in other and the 
really important cases, involving a mul- 
titude of details and a variety of unit 
costs, it is of the highest importance 
that the Commission should be in pos- 
session of complete and detailed infor- 
mation as to such costs. It has employ- 
ed, therefore, in the division of light, 
heat, and power, an electrical engineer 
believed to be thoroughly familiar with 
such matters and upon whose judgment 
it can lean with safety. 

In the division of railroad engineering, 
it is of the highest importance that the 
chief of the division should be a thor- 
oughly competent engineer, skilled in 
cost and in all the details of construc- 
tion. It is to have prepared an exten- 
sive table of unit prices prevailing from 
time to time, which table will need con- 
stant checking and revision, to enable it 
to check the details of cost of any pro- 
posed construction with intelligence and 
with accuracy. It is believed that in the 
course of a few years such a table, if 
carefully kept with such revision from 
month to month as may be needed, will 
be of great assistance in determining 
average values and indispensable in the 
proper workings of the Commission in 
disposing of all the varied questions to 
which its attention must be directed. 

There are a number of questions of 
the highest importance and greatest in- 
tricacy respecting the amount of stock 
and bonds which should be permitted by 
the Commission in case of a new enter- 
prise. Some of these questions are un- 


der its consideration, and it is, therefore, 


not advisable to discuss them at this 
time; and in this, as in all other cases, 
reference to the published opinions of 
the Commission will enable the Legisla- 
ture to determine the principles upon 
which it acts and its method of reaching 
its final conclusions. 

The practical side of the Commission’s 
work, so far as investors are concerned, 
is shown in the following report made 
in September 1907, on the Port Jervis 
Electric Light, Power, Gas and Railraad 
Co.’s property. 

The bonds of this corporation have 
been, for two years or more, offered in 
the New York market without bid. The 
reason is shown in the critically weak 
condition of the company, as set forth 
in this report :: ; 


This road, which is single track, extends 
from Tristates through the city of Port Jer- 
vis to Germantown, a distance of 3.3 miles, 
with a branch from the main line at Pike 
and East Main street in the city of Port 
Jervis, to Culver street, one mile, all located 
on streets. Constructed of 56-Ib. T rail with 
4-bolt splices. On the line there is one 
over, one under, and one grade crossing 
of steam railroad tracks. The maximum 
grade on the line is 12 per cent. for 400 
feet. 

The company owns six car bodies; three 
closed and three open; the closed cars are 
2€ ft. over all, vestibuled; heated by elec- 
tricity; equipped with single chain brakes, 
sand boxes, and oil headlights; the open 
cars are 8-bench with the same equipment, 
except there are no sand boxes on them; 
wheels, 3-in. tread; %-in. flange. Three 
trucks equipped with two G. E. 800; one 
with G. E. 52. 

The power house is located at Jersey 
avenue, corner of O. & W. crossing. 
Equipped with one 60 kw.; one 85 kw., both 
belted: one to 120 hp. Russell engine, and 
one 85 hp. motor. 

There are two lines of cars operated: one 
the main line, the other the branch line. 
Cars on the main line are run on forty- 
minute headway from 6 a. m. to 10 a. m., 
and from 10 to 12 p. m. From 10 a. m. to 
10 p. m. on thirty-minute headway. Cars 
on the branch are operated on the same 
schedule. Two cars are required on the 
main line, and one on the branch line. 
Maximum number of passengers carried in 
one day this year was on September 19th, 
2,300. 

Last year about 900 new ties were put 
in the system. There is no regular track 
force employed. 

On Ball street the track is on a descend- 
ing grade to a grade crossing on the On- 
tario and Western railroad. for a distance 
of 360 ft., with a maximum of 9 per cent. 
This grade is on a tangent, with a tangent 














at the foot of it. On Ball street the single 
track of the line crosses one main line 
and’one switch track of the Ontario and 
Western railroad. This crossing is about 
half-way down the 9 per cent grade. It 
is a right-angle cut crossing in good con- 
dition. There is a derail in the electric 
track on the uphill side of the crossing, 
which is not at present properly operated. 
On the date of inspection it was set to 
derail a car with a rubber plug in the 
tongue of the derail. The point of derail 
is 75 ft. from the steam rail. Electric cars 
come to a stop at the top of the hill, and 
the conductor goes on to the steam track, 
then goes back to the derail and sets it 
straight for the main track. There is no 
copper trough on the trolley wire. There 
is an automatic bell at the crossing. The 
derail should be connected and operated 
from a point at or near the crossing. 

On West Main street the single track 
of this line crosses the Erie railroad tracks 
on a street bridge. On the west side, the 
approach to the bridge is on a curve and 
up a grade for 400 ft., with a maximum 
of 6 per cent. This is a through bridge 
with 132-foot span, on mason work abut- 
ments. The electric track is laid on the 
north side of the bridge with a clear drive- 
way of 9 ft. I was informed that the bridge 
was maintained by the Erie Railroad Com- 
pany. This bridge is not in a first-class 
condition, and if it is maintained by the 
Erie Railroad Company, that company 
should be requested to have it examined 
by its engineers, a copy of whose report 
should be submitted to this Commission. 

The track of this road, with the excep- 
tion of several short sections, is in very 
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poor condition, the rail badly worn, joints 
low and loose, alignment poor. The cars 
are in poor condition. The equipment old 
and worn. Cars are not properly main- 
tained, are not clean, and need painting. 

The whole system, including track, road- 
bed, and equipment, is such that the safety, 
comfort and convenience of passengers re- 
quire that the track and roadbed be imme- 
diately reconstructed, and that new and 
proper equipment be procured. In its pres- 
ent condition, the operating expenses are 
far in excess of what they should be, and 
unless the above suggestions are complied 
with, the operation of this road must neces- 
sarily cease, from financial considerations 
if for no other reason. This company 
should be cited to appear before this Com- 
mission to show what their intentions are 
with reference to putting the property in 
proper shape. 


A copy of this report was transmitted 
to the president of the company; and later, 
complaint was made by the Board of Health 
of Port Jervis as to the condition of cars. 
All matters connected therewith are now 
under consideration. 


Investors and bond houses will do 
well to avail themselves of the immense 
amount of information contained in these 
reports. To secure an unbiased opin- 
ion from a reliable source would cost 
the individual or the banking house a 
considerable sum. The Public Service 
Commission Reports cost nothing, and 
are available to all. 














The Professional Trader 


By Clement B. Asbury 


one reads continually: “The 

market was highly profession- 

al.” To the customer in the 
office this expression has a sort of hazy 
meaning—in many cases he does not un- 
derstand the full significance of the 
statement. 

It refers to the operations of the Floor 
Trader. 

The Floor Trader is a kind of bandit, 
levying tribute impartially from the bull 
or the bear. With the alertness born of 
long experience, he watches the tenden- 
cy in the crowd, and when the customer 
sends in an order to buy 500 or 1,000 
shares at the market, the trader will pur- 
chase the 200 or 300 that are offered be- 
fore the broker has a chance to make a 
bid. 

The broker, finding the stock scarce, is 
obliged to raise his bid 4%, or perhaps 
%4%, above the last sale, and the trade 
will supply him with the stock picked 
up under his very nose. This, of course, 
is only possible in a narrow market. 

The activity of the Room Traders on 
a big day is remarkable. Recently when 
the volume in Union Pacific amounted 
to 240,000 shares, one Floor Trader 
dealt in 29,000 shares of this stock, more 
than 10% of the total operations. 

A clever trader will stand in the mid- 
dle of the crowd and buy or sell to those 
on the outside with a quickness that re- 
minds one of a magician. In these mar- 
kets at the opening, prices often vary 
1% at the same moment. The trader 
takes advantage of this, buying in one 
part of the crowd and selling in another 
simultaneously. 

Some traders move from post to post, 
trading wherever opportunity offers. In 
bull markets they search for stocks 
where selling orders are few; buying 
rapidly all the stock in sight, they pro- 
duce a quick upturn, on which they en- 
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deavor to sell out. 

In a bull market this stimulates activ- 
ity in the brokers’ offices. The transac- 
tions appear in a string on the tape, of- 
fice traders send in buying orders, and 
the trader is on the spot to supply them 
at advancing figures. 

The Floor Trader’s favorite occupa- 
tion is to gun for stop loss orders, or 
feel for the top of the market. 

After a protracted rise, the Specialist 
in the crowd will have a number of stop 
loss orders on his books, at prices just 
under the market, sometimes amounting 
to 10,000 or 20,000 shares. If the trader 
gets an inkling of this and thinks there 
are no supporting orders in sight, he will 
offer the stock down rapidly. This 
causes the Specialist to turn seller. The 
trader then takes the stock back from 
the Specialist a point or two lower. 

This occurs with such rapidity that 
the stock is down and back again before 
the customer in the office has a chance 
to get in. Every customer feels that he 
should have his orders executed at his 
limit, forgetting that he is frequently 
competing with other outsiders like him- 
self, and that he is in competition with 
the Floor Traders. 

Many a time the market has been ta- 
ken away from the broker because of his 
momentary indecision, the Floor Trader 
having instantly read his mind. 

In excited markets brokers frequent- 
ly overbid themselves with the same for- 
getfulness that old ladies display at a 
public auction. 

It is fair to state that at least 100,000 
office traders are watching the changing 
quotations on the tape. One-half of that 
number are ready to trade either way if 
they can see a small profit. Now add 
to this number the traders on the floor 
and you get some idea of the competi- 
tion. 











The market is so closely watched by 
the trader that the large operators, 
through their brokers, frequently have 
to shift their orders from one firm to 
another in order to disguise their oper- 
ations. 

It is not to be supposed that the tra- 
ders are always successful. They fre- 
quently err in judgment; this results in 
numerous losses, particularly as_ their 
object is to close their deals before the 
day is over. In endeavoring to even up 
accounts, they sometimes produce a 


strong or a weak tone to the market at 
the close. 


MECHANICAL FORECASTING 








They are important factors in the sit- 
uation and must not be overlooked by 
the speculator. 


Nine-tenths of the public figure that 
they can buy at the low prices and sell 
at. the top, overlooking the fact that if 
ten of them agreed in advance upon a 
figure, they themselves would have made 
that price impossible. 


INTUITION, ACCURACY _ and 
SPEED, when absolutely devoid of sen- 
timent, and as cold-blooded as a mathe- 
matical problem, form an ideal combina- 
tion in the make-up of a trader. 








, Mechanical 


To the Editor of The Ticker: 


Dear Sir—I have been informed that 
certain gentlemen, including Mr. Thomas 
Gibson, a number of prominent stock 
brokers and traders have expressed 
themselves as skeptical regarding my 
ability. to mechanically forecast stock 
market movements. 

For two reasons I am desirous of be- 
ing given an opportunity to positively 
prove to these gentlemen that this can 
be done. 


My reasons are: 

1st. To place them in such a posi- 
tion that even if they do not care to 
certify to the fact, they will at least 
be unable to fairly deny its accomplish- 
ment. 

2d. The personal satisfaction of 
proving to them, and particularly to Mr. 
Gibson (whom I consider the best in the 
field he occupies), that I can substan- 
tiate my claim. 


My claim is this: 
' With nothing more than is available to 
any trader, i. e., the quotations and 
volumes, just as they come out on the 
tape, I will, by the application of my 


The “Analyst” Offers to Demonstrate 


Forecasting 


method, show greater profits than losses. 

I will place a stop of not over two 
points on every trade. 

I can go through all kinds of mar- 
kets, both active and quiet, bull or bear, 
wild or steady, with uniform success. 

Would suggest that such a demon- 
stration might be of interest to them 
as a matter of study. 

If agreeable, I should like to make 
a test in the presence of yourself, Mr. 
Gibson, and any other experts or wit- 
nesses who may be suggested; the pe- 
riod of time over which the test is made 
to be selected by yourselves and un- 
known to me. 

I wish also to state that I shajl not: 
under any circumstances issue tips or 
market letters, and that it is not my pur- 
pose to interest you, Mr. Gibson, or any 
of the other parties, financially. 


Yours truly 
G. A. MANWARING. 


readers as “The 


Known to 
Analyst.” 

77 W. 34th St., 
Bayonne, N. J. 
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GET WISE. 


By HARROLD SKINNER 


“The Crane that waited for the Sea to sink 
And leave dried fish to feed him, died, I think.” 


IL. 
Assured that there was wealth in crops, 
I bought a farm and planted hops. 
They grew and thrived—alas! for shame, 
Ten billion gaunt grasshoppers came. 


Il. 

They ate the hops, the flower-beds, 
Barb-wire fence and cattle sheds; 
Consumed the stable, roof and stalls, 

Then gobbled up my overalls. 


Ill. 


Four suits of clothes, an overcoat, 
Two tom-cats and a billygoat; 
A stove, two beds, nine pairs of shoes, 
And washed them down with my best 
booze. 
IV. 
They doubtless left me for a josh 
Pajamas and a mackintosh. 
I did a telegraphic stunt 
And wired Gotham for a front. 


V. 
I sold the farm for thirty cents, 
And straight to New York hied me hence. 
While swearing with Plutonic zest 
I met a banker from the west. 


VI. 
“Hello!” said I, “You’re looking fine!” 
He answered, “Sure! I own a mine— 
A corking copper mine, old man— 
Way up in northern Michigan. 


Vil 
“T’ve learned of your out-west affairs, 
Of hops and hoppers, weeds and tares— 
But don’t go mooning like a yawk! 
Cheer up, and buy some mining stock!” 


Vill. 
Alas for me! all in, half sick, 
With but a hundred in my kick— 
“No chance!” I groaned, “for me to dig; 
I’m busted, bankrupt, on the pig! 


a. 
“I have no money worth your while, 
A hundred dollars is my pile.” 
“Get out!” he growled, “The same old song, 
So take the 1000 shares along.” 


X. 


“Well, Joe,” I said, “the risk I'll chance— 
I've nothing but my coat and pants, 

A collar hat, and russet shoes— 
I fail to see where I can lose.” 


XI. 


My solemn oath he did compel: 

That I should neither trade nor sell, 
Nor lend, nor yet hypothecate, 

The stock for three years from that date. 


XII. 
I took the stock and went my way, 
(‘Twas just three years ago to-day.) 
The price of it was ten a share— 
Great jumping snakes! it boomed for fair! 


XIII. 
This afternoon the brokers bid 
Three hundred flat, indeed they did! 
I nearly had a hemorrhage—Gee! 
You should have seen me “Twenty-Three.” 


XIV. 
Across Wall street to banker Joe’s, 
I beat it plenty, heaven knows! 
I heard a wild, phrenetic yell: 
“Hurray, old sport! for Lord’s sake, sell!” 


XV. 


I placed the order, quick as scat, 
And sold it for three hundred fiat; 
Received a check, some money, too— 
Three hundred thousand dollars! Whew! 


L’envoi. 
But please remember, reader, dear— 
Mechanic, lawyer, doctor, seer; 
Or merchant prince of opulence, 
Or artisan of indigence— 


You'll never catch with TIMID-SALT, 
The EAGLE of the money vault. 

But should you try, just bear in mind, 
His blooming tail sticks out behind. 

















INQUIRIES 





What do you wish to know about trading or investing in securities or commodities? 
Is it something regarding opening an account, margins, commissions, stop orders or other 


kinds of orders? 


In fact, is there any point in connection with the science, methods or customs of the va- 
rious markets which you would like to have elucidated? 
If so, write us questions briefly and they will be answered in this column or otherwise. 


If personal reply desired, enclose stamped envelope. 


Address Inquiry Department. 


WE DO NOT GIVE ADVICE OR OPINIONS UPON SECURITIES OR PROB- 


ABLE MARKET MOVEMENTS. 


Execution of Orders in the Curb Market 


HE following letter touches up- 
on some interesting points: 

“T have had orders to buy on 
the Curb at a certain price, but 
did not get the stock. My broker claim- 
ed it did not reach that figure, although 
the papers would quote it. He explained 
this was due to wash sales. This 
I concede might be the case once in 
awhile, and again I appreciate the 
fact that at times there is not enough 
offered to go around. Now a little 
more to the point. Recently I put in, 
an order to sell 200 * * * at 2}. It 
was weak that day I know, but at 
noon my broker informed me the high- 
est was 2 7-16. While out at lunch 
later the paper quoted the open and 
highest at 2}—my price. The point 
in my mind is—which is right, and 
am I getting proper service? If you 
have anything to say would appreciate 
it. Perhaps this is one of the things 
the outside public have to put up 
with.” 


Ans.—The New York Curb Market 
is suffering from the effects of its 





own lack of organization. There are 
no “official” opening, high, low and 
closing prices. Go into the crowd 
yourself some morning and see what 
confusion prevails: evetybody is yell- 
ing for quotations on this or that; 
half of the brokers copy from one an- 
other’s sheets, errors are numerous. 
The newspaper reporters have no ad- 
vantages over others. Even those 
papers which have one or more rep- 
resentatives on the ground constant- 
ly, are unable to “cover” every stock 
at the opening; consequently no one can 
point to a quotation and feel assured 
that it actually represents the legitimate 
market at that moment. 

Wash sales are as thick as fleas on 
the proverbial dog, especially at the 
opening, which it is generally desired 
to have quoted as high as possible. 
A stock may be offered freely at 
2 7-16, but there is nothing to prevent 
one broker offering “20,000 at 4” and 
another saying, “I’ll take it.” Of 
course, everybody in the crowd 
knows it’s a “wash,” and some of the 
brokers are unkind enough to say so 
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—right out loud. But it gets into the 
papers just the same, and people with 
stock to sell wonder why the orders 
were not filled. 

This is what occurs more often 
than not, but as regards the specific 
case mentioned, it is impossible to say 
whether the writer was entitled to a 
report or not. To decide that one 
must have been on the ground. 

A good way to keep a check on a 
broker is to watch the sales sheets 
that are issued after each day’s close 
and displayed in every well-equipped 
brokerage office. These show each 
separate transaction, and give the 
best idea of what has taken place dur- 
ing the day. 

If in several instances you have rea- 
son to think that you were not treated 
fairly, there is no one to whom you 
can appeal. The simplest remedy is 
to change your broker. 

In searching for ‘a broker who will 
give you good service it is best to 
avoid those who offer to cut commis- 
sion rates, or carry Curb stocks on 
margin. There being no organization 
on the Curb, brokers who operate 
there are bound more by custom than 
anything else. Certain unscrupulous 
ones obtain business by offering to 
execute orders at low rates of com- 
mission, their,real purpose being to 
“trade against” the orders, to the 
great pecuniary disadvantage of the 
client. This accounts for many of the 
unsatisfactory executions among such 
brokers, and is one of the evils the 
Curb should remedy. 

As to carrying mining and other 
unlisted stocks on margin: Banks do 
not loan on such securities, so the 
brokers, in order to do this legitimate- 
ly, must be supplied with consider- 
able capital. This is true in com- 
paratively few cases. 





Banks ac Brokers 


Q.—Mention a bank that handles ac- 
counts, buys and sells stock and per cent 
they charge and interest paid on accounts 
and lowest amounts taken. 

Ans.—As a rule banks render this service 
to their depositors only. They do not cater 
to it. Generally no charge is made, it being 
done purely as an accommodation. We can- 
not name a bank for you, but you might try 
your own. 


Estimating Earnings 


Being but an amateur mathematician, I 
should like your censorship on the follow- 
ing figures: 

Q. According to the N. Y. Times Financial 
Review the Evansville & Terre Haute Ry. 
earned $142,083 net for the two months end- 
ing August 31. Multiplying that sum by 
six gives us $852,498 as an estimate of net 
earnings for the whole year. 

On the basis of net earnings as above 
the road is (apparently) earning a trifle 
more than $66 per $100 of preferred cap- 
italization. 

Ans.—yYour increase in earnings is cor- 
rect but your basis of figuring is apt to 
mislead you. Evansville and Terre Haute 
earnings for the period mentioned were 
$142,083 this year against $126,061 last year. 
This is an increase of about 12 per cent. 
It would not be right to multiply $142,083 
by six. This would be like calculating the 
earning power of a man who happened to 
make $5 in one day as equal to $1,500 per 
year; besides you have not deducted any- 
thing for interest, taxes, fixed charges, etc., 
all of which must be paid before dividends 
on the preferred stock. 

The surplus of the Evansville & Terre 
Haute for the year ending June 30, 1908— 
that is, the amount applicable to dividends, 
was $88,000 compared with $241,000 last 
year. This was equal to 5 per cent on the 
preferred and less than % per cent on the 
common. It is impossible to say at so 
early a date what will be the outcome of: 
this year’s operations. Better get a copy 
of the Anatomy of a Railroad Report and 
study this question carefully. It is likely 
that you can thus turn an investment of 
= cents into a great many thousand dol- 
ars. 





London Privileges 


Q.— Will you kindly explain the follow- 
ing call on London, the meaning of 3% per 
cent, and the method of calculating the 
cost: Bought Call, 100 Steel common at 
48%, end January, 3% per cent. The price 
of 48% equal to 47 7-16 N. Y. with ex- 
change .at 4.865 and includes the interest. 

Ans.—The owner of this privilege has a 
right to call (purchase) 100 shares of Steel 
common at 48% on any settlement day up 
to and including the last one in January. 

3% per cent means the cost or the price 
paid for the privilege, namely $350. This 
price is fixed by the seller of the privilege 
and is based on supply and demand, mar- 
ket conditions, etc. 

If the value of one pound sterling was 
$5, the London price would be 48%, same 
as the New York price, but as exchange is 
4.865, the.New York equivalent is 47 7-16. 
(See page 41, April number.) Interest up 
to the day of expiration is added to the 
cost of the Call; for instance, if the Call 


















cost 485g and the interest, viz., cost of car- 
rying 100 Steel till the last settlement day 
in January, amounted to approximately % 
additional, this % would be added to the 
cost, making it 48%. See indices of Volume 
I and II of “The Ticker” for further in- 
formation on Puts and Calls, Exchange, Set- 
tlement Days, etc. 





Publication of Earnings 


Q.—Kindly inform me as to how often 
the Chicago & Alton Railroad Co. pub- 
lishes its reports. When and where can 
I obtain them? 

Ans.—Chicago & Alton publishes reports 
monthly. These appear in the New York 
daily papers, also the Wall Street Journal 
and the Financial Chronicle. The annual 
report is printed in pamphlet form, a copy 
of the latest may be had by writing the 
Company, 120 Broadway, New York City. 





Ex-Dividend Orders 


Q.—On September 8 I gave an order to 
my broker to sell (short) U. S. Steel at 
475, also to buy U. S. Steel at 48% stop- 
The stock was reported sold on September 
8 at 475 and bought September 9 (ex-div.) 
at 47% . The dividend of 4 per cent was 
charged to me .I told the broker he had 
no business to buy in my short U. S. Steel 
stock at 47% (ex-div.) unless he paid the 
dividend; in other words, if I pay the divi- 
dend the stock should sell at 48%. Who 
is right? 

Ans.—On page 140 of the July TICKFR 
there is a full explanation of a case similar 
to yours. 





Odd Lots 


Q.—After reading your article on Odd 
Lots in the November “Ticker,” I conclu- 
ded to trade through a New York Exchange 
house. To-day, on a declining market, Erie 
was 35 on the tape. I placed an order to 
sell 50 shares at that price. My broker 
claimed he could not get it off, although it 
sold there frequently while I was watching 
the tape. How do you explain that? 

Ans.—The tape price represents merely 
the last sale, and on a market like this is 
probably five minutes behind. The actual 
market was probably 34% @35. If you had 
made your order “at the market,” you prob- 
ably would have sold it at 34%. Had you 
wished to buy you could have done so at 
35. There can be no closer market than 
this on any exchange. See article on Tape 
Reading in this issue. 





Bucket Shops 


Q.—Are there any bucket shops running 
in the State of New Jersey—say in Pater- 
son or Hackensack where it would be handy 
to get it? I do not know whether Jersey 
has the same law regarding bucket shops 
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as Connecticut and New York, Perhaps 
you covld give me an address of some one 
in the business. I am a reader of “The 
Ticker,” so it’s all right. 

Ans.—We believe there are bucket shops 
running in New Jersey. Some of the larg- 
est bucket shop concerns have their head- 
quarters in Jersey City but no orders are 
taken excepting from correspondents over 
the wires. We are not in touch with the 
bucket shops and would not on any ac- 
count refer you to one. You may be a 
reader of “The Ticker,” but you evidently 
do not respect its teachings if you desire 
to patronize such establishments. See ar- 
ticle on Bucket Shops in the May number. 





Mining Stocks on Margin 

Q.—Please put me in touch with a re- 
liable firm of brokers who carry mining 
stock on margin—50% margin in cash or 
stock. 

Ans.—We do not care to recommend any 
tirm which makes a practice of carrying 
mining stocks on margin. Some of the rea- 
sons will be found in last February’s 
“Ticker.” 





Margins 

Q. In the October issue you say: “The mar- 
gin of safety in speculation is gauged by the 
percentage of profits over losses during 
a considerable period of time.” Do I un- 
derstand that if a person has operated for 
a year on a 10-point margin and made over 
190 per cent on his money he would be 
qualified to continue and consider himself 
safe on a 10-point margin? 

Ans.—If a person has operated for one 
year on a 10-point margin and made over 
100 per cent on his money, we should say 
that he was doing very well indeed and 
should advise him to continue. The fact 
that he has been successful on a 10-point 
margin is no guaranty for the future. We 
cdo not believe in trading on margin at all, 
unless one uses a stop order. There is an 
article on page 281 of the October “Ticker” 
which would be well for you to read. 





Instalment Buying 

Q. (1) I subscribed for 100 shares of a 
certain Wireless Telegraph Company at 50 
cents per share, paying in instalments. I 
have up to date paid $30 or enough for 60 
shares. I wrote the company twice to send 
me certificates for 60 shares, that being the 
amount I had paid in. I have received no 
answer of any kind from them. I do not 
think the stock is worth very much, but still 
at the same time I would like to get my 
certificates for 60 shares. Can I compel 
them to send me the certificate for what I 
have paid? 

(2) Gan you tell me of any pamphlet pub- 
lished containing a record of stock on New 
York Stock Exchange, each quarter? 
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Ans.—(1) It all depends on the form of 
contract you signed, but the chances are 
that you must pay in full before the certifi- 
cate will be forwarded. You are entitled to 
the courtesy of a reply, however, and a 
letter addressed to the Chief of Police of 
the city where the company is located will 
doubtless uncover anything wrong in their 
methods. Don‘t waste your money on such 
gambling propositions. Put your money in 
the savings bank and when a panic ap- 
proaches pull it out and buy a few shares 
of a standard dividend-paying stock like 
Union Pacific, Reading or Pennsylvania. Buy 
only what you can pay for and you will be 
astonished at the results. Read “A Spe- 
cialist in Panics,” which began in the Au- 
gust issue; also get copies of “Investments— 
What and When to Buy” and “How Money 
is Made in Security Investments” (see list 
of books on another page). 

(2) Any first-class broker will supply you 
with a free copy of Benton’s Railroad In- 
dustrial Guide (issued monthly). 





Discretionary Pools 


Q. Is it legal to run a discretionary pool, 
provided it is run with good intention and 
honesty? Did you ever know of any that 
were successful or that made good? I want 
to thank the “Ticker Magazine” for the 
worthy articles contained therein. It is 
a real school for traders and speculators. I 
am proud of being one of its scholars. 

Ans.—We are not familiar enough with 
the laws of the various States to give a gen- 
eral opinion on the legality of running a 
discretionary pool. We have never heard of 
a discretionary pool which invited deposits 
of small sums of money as being successful. 
Of course, pools are frequently formed 
among large stock operators, one man be- 
ing designated as the manager of the pool 
and given discretion. These are sometimes 
successful; sometimes not. 





Placing Orders 


Q. How should I write to a broker an 
order to sell a stock at 15 or better, and 


should I send certificate to broker when I. 


tell him to sell or after? 

Ans.—“Sell 100 X. Y. Z. at 15. Order 
good ” (state here whether it is for 
the day, week, month or “g. t. c.,” viz., good 
till countermanded or executed). No need 
to say “or better” as it is always under- 
stood by a broker that he is to obtain a bet- 
ter price if possible, hence mentioning the 
fact is a waste of time and ink. The bro- 
ker generally prefers to have certificates 
sent to him with the order. This enables 





him to make sure that the certificate is in 
proper shape for delivery before the order 
is executed. See p. 27, November “Ticker.” 


Incorporation 


Q. Why don’t mining and industrial com- 
panies incorporate in the State in which 
they do business? 

Ans.—It. is usual to incorporate under 
the laws of the State which gives the 
broadest charter, allowing the widest field 
for operations. Ease in obtaining the char- 
ter is another consideration; some States 
require the charter to be examined by the 
Governor and a notice to be published 
weeks in advance. Others have more or 
less red tape. The chief considerations, 
otherwise, are the period for which a char- 
ter may be obtained, the initial cost, an- 
nual tax, the residence of officers, liability 
of stockholders, etc. 





Execution of Orders 


Q. A stock opens at 8%; my broker buys 
for me at 8%; my order was to buy at mar- 
ket price. Could he not have bought at 8% 
or 8%, provided he received my letter 
in first mail? 

Ans.—It all depends on circumstances. 
Perhaps your order was for an odd lot of 
an inactive stock. Or it may have been 
a hundred-share lot, for which there were 
several buyers at the price. Naturally, all 
could not secure the same hundred. Your 
order being at the market, he would be 
obliged to buy as best he could. Have you 
proof that your letter arrived on the first 
mail? Without all the facts we cannot de- 
cide this question. Send us the date, quan- 
tity, name of stock and broker, stating what 
membership he holds. Your letter will be 
treated confidentially and answered by mail 
if you enclose stamped addressed envelope. 


Determining Value 

Q. How would you go to work to find the 
value and market price? 

Ans.—Value is determined by earning 
power and dividends. Study “The Anatomy 
of a Railroad Report,” a copy of which we 
will send on receipt of 65 cents. Market 
prices are found on the tape and in daily 
newspapers. : 





Curb Stocks as Collateral 


Q. Will the banks take, as collateral, mi- 
ning stocks dealt in on the Curb? 

Ans.—They will not, except in rare in- 
stances. When Amalgamated was on the 
Curb, before being listed, some of the banks 
took it, but as for the average Curb mining 
stock, practically none of the banks and 
few of the best class of houses will accept 
it as collateral. 

















Listed and Unlisted Stocks 


Q. In what respect is a listed stock better 
than an unlisted? 


Ans.—On the New York Stock Exchange 
there are both “listed” and “unlisted” 
stocks. Both are traded in exactly alike, 
the only distinction being a technical one. 
“Listed” stocks are those of companies 
which file with the Stock Exchange regular 
reports of earnings and financial condition 
according to a certain standard required by 
the Committee on Listings. Companies 
whose shares are in the “unlisted” depart- 
ment do not furnish such reports, being 
somewhat incomplete ana not up to require- 
ments. So far as the trading goes there is 
absolutely no difference to the members or 
the public: 

What are generally termed unlisted stocks 
are those not traded in on any exchange. 
Being under no jurisdiction, these compa- 
nies furnish reports only when their man- 
agement chooses, and such reports are gen- 
erally incomplete. 





If you wish to be 
placed in touch with a 
responsible house, write 
The TICKER, stating 
whether you are con- 
templating investment 
or speculation: what 
amount you have for in- 


vestment, or in what size 





lots you wish to deal. 
Also state what large 


city is located most con~- 





veniently to you, or if 
you have any preference 
in this regard. 
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To answer specifically, a stock included 
in the “listed” department of the New York 
Stock Exchange is “better” than any other 
on this account. Its statements are so com- 
plete that an analyst of corporation reports 
can arrive at some estimate of its intrinsic 
value; also, the regularity wita which its 
reports are issued enables the investor to 
keep a close line on its earnings as well as 
its financial and physical condition. See 
article on “Listed ana Unlisted Securities” 
in the August issue. 


Q. Does the London Stock Exchange 
guarantee its stocks better than the New 
York Stock Exchange? 

Ans.—Neither Exchange makes any guar- 
antee. 


Bull's Eve Shots 
The bull side is the sucker side. 


When things are so rotten nobody 
wants ‘em, step in and help yourself. 





It’s not what you make, but what you 
keep. 


Be genuine—even if you have to be a 
genuine damned fool. 





Take what comes to you as though 
you liked it. 


Don’t forget that while the game is 
free, no one is compelled to come into 
it. 


Some on rushed into the office of a 
prominent Board of Trade house one 
day yelling excitedly: 

“Get out of your corn, Patten’s un- 
loading by the million.” 

The “boss” was one of those long- 
headed individuals who knew what was 
what. 

Said he: “Don’t tell me _ what's 
doing now. I want to know what's go- 
ing to happen. Then I can make some 
money for my clients.” 













































Financial Publications 


Comments on Books Relating to the Market 


Rocks 1N THE Roap to Fortune. A book 
on Legitimate Mining. By Henry Clifford. 

The author, in a fearless manner, has 
lain bare the skeleton in the closet of mi- 
ning, yet not a name or a mine is men- 
tioned. The whole broad question is treat- 
ed in a generous, manly manner. He has 
not attacked any individual or proposition, 
but gives his reasons for writing the book 
in a plain statement of his own mistakes 
and those of others. He claims that the 
Eastern investor has not been mining, but 
was speculating under the leadership of 
inexperience, dishonesty and greed, in the 
unsound side of mining, with which the 
commercial miner, he who wins the world’s 
wealth, has nothing in common; and that 
when the public is taught the truth they 
will be themselves able to draw the dis- 
tinctive line between the sound and the 
unsound. He attacks the system of fraudu- 
lent dividends and sensation newspaper ad- 
vertisements as misleading, and cause the 
share buyer to have a wrong impression of 
commercial mining. 

Rocks IN THE Roap 10 #£ForTUNE 
bears the distinction of being a money 
maker, as well as a money saver, and those 
who follow its teachings will make money 
by saving it. 

The knowledge of how to judge mine 
values is of almost incalculable value. The 
Guggenheims are said to have contracted 
to. pay John Hays Hammond $500,000 per 
year to give them the benefit of his experi- 
ence. The Guggenheims have made mil- 
lions through following the advice of Mr. 
Hammond. The reader of this book can 
reap the benefit of, perhaps, equal experi- 
ence and advice. Each page virtually drops 
gems of priceless wisdom, and men who 
know, read and re-read; in fact, it is one 
of the few class books that holds the at- 





tention to the extent that, as each page is 
finished, the reader stops and studies. 

A few of the subjects treated are: 

Money Conditions in America—The Early 
Discoveries of Precious Metals—The Pio- 
neer—The Prospector—The Desperado— 
The Mining Laws—The Prospect—How 
Veins Were Formed—The Value of a Pros- 
pect—The Commercial Miner—The Un- 
sound Promoter—How to Weigh the Evi- 
dence of Values When Buying Stock—Sen- 
sational Advertising and its Effect on Mi- 
ning—Ill-Advised Mill and Smelter Con- 
struction—The Gambler in Mines—Has 
Exaggeration Any Place in Mining—The 
Conservative Investor—The Abandoned 
Mine Folly—Inexperienced Promoters—Ex- 
cessive Commissions—Charged the Invest- 
or—The End of the Unsound Promoter— 
The Poor Man as a Mine Investor—Heavy 
Capitalizations—The Losses Through “Pen- 
ny” Stocks—Stock Gambling is Not Mining 
—Questions to Ask Your Broker—The 
Equitable Way to Mine—The Inexperienced 
Agent—tTricks of, tre Promoter—Investing 
in Copper Mines—The Big Bonanza of the 
Comstocks—Boom Camps. 


Tue A. B. C. AND MANUAL oF THE CURB 
Market, compiled by Myron L. Weil, is an 
extremely valuable handbook of Curb se 
curities. It not only differentiates between 
sound Curb stocks and those of doubtful 
value; it explains the workings of the Curb, 
methods, commission rates, range of prices, 
etc. 


Tue Investor’s CaTtecHism, by Mare M. 
Reynolds, McDowall Publishing Co., N. Y., 
is, as the name implies, a dictionary of 
financial terms and usages arranged in 
catechetical style. It will be found worthy 
of perusal by those who are not thoroughly 
posted in such matters. 





